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INVESTMENT COMPANY ACT OF 1940 
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NOTICE OF PROPOSED AMENDMENTS TO REGULA- 
TION S-X AND FORMS 10 AND 10-K TO REVISE RE- 
QUIREMENTS AS TO FORM AND CONTENT AND CER- 
TIFICATION OF FINANCIAL STATEMENTS OF LIFE 
INSURANCE COMPANIES (S7-494) 


34-10391 


Enforcement 


LR-6051 Duvest Corporation 


Permanent injunction entered; SIPC 
trustee appointed. 
Klee & Company, Inc. 
Permanent injunction entered; SIPC 
trustee appointed. 
Coastal States Gas Corporation 
Permanent injunction entered. 
ee Production Company, et 
al. 


LR-6052 


Notice is hereby given that the Securities and Exchange 
Commission has under consideration a general revision of 
the requirements of its Regulation S-X concerning form and 
content of financial statements of life insurance companies 
and removal of the exemption from certification of financial 
statements of these companies presently provided in Forms 
10 and 10-K under the Securities Exchange Act of 1934 
(1934 Act). 1/ 


LR-6054 
LR-6055 


Injunctive action filed. Registration, 
antifraud and reporting violations 
alleged. 

. L. Salomon & Co., et al. 
Injunctive action filed against 29 
defendants alleging antifraud vio- 
lations based on conveying mater- 
ial non-public information. 


LR-6056 The proposed revision to the accounting requirements for 


life insurance companies is effected by a complete revision 
of Article 7A 2/ and related schedules in Article 12 of Re- 
gulation S-X. The proposed revision reflects developments 
in accounting practice during the past 10 years, including 
the recent publication of an Audit Guide for life insurance 
companies by the American Institute of Certified Public 


Opinions 


34-10384 . L. Equities Corp., et al. 





Rules 
33-5420 
34-10381 
35-18089 
1C-7988 


Order issued revoking broker-dealer 
registrations of G. L. Equities Corp. 
and M. J. Manchester & Co., and 
barring George C. Bergleitner, Jr. 


Amendments to Regulation S-X, Pro- 
posed 


Proposed amendments to revise re- 
quirements as to form and content 
and certification of financial state- 
ments of life insurance companies. 





Accountants. The Audit Guide establishes guidelines for the 
preparation of life insurance company financial statements 
which are in accordance with generally accepted account- 
ing principles (GAAP). The proposed revision represents a 
significant departure from the present Article 7A which 
specifies that life insurance company financials generally 
follow the statutory accounting requirements prescribed for 
the Annual Statements filed by these companies with state 
insurance commissions. 


The most significant change in the proposed revision is the 
requirement that the financial statements be prepared in 
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accordance with generally accepted accounting principles 
(7A-02-1). Provision is made that a company may follow 
statutory accounting requirements only if the statutes of its 
state of domicile prohibit publication of its primary financial 
statements on a basis other than in accordance with such re- 
quirements; however, in such event the statutory financial 
statements shall be accompanied by supplemental GAAP 
statements (7A-02-2). Under either of the foregoing alter- 
natives the financial statements must be accompanied by 
supplemental reconciliations of material differences between 
statutory accounting requirements and GAAP (7A-02-3). 


Wherever appropriate, captions and instructions have been 
brought into conformance with corresponding captions of 
Article 5 of Regulation S-X which applies to commercial 
and industrial companies. It is also made clear that, to the 
extent they are pertinent, the general rules in Articles 1, 2, 
3 and 4 of Regulation S-X are applicable to life insurance 
financial statements (7A-02-1). In addition, the proposed 
revision should also be considered in connection with pre- 
paration of financial statements of life insurance holding 
companies (7A-01). 


The foliowing are additional requirements which are more 
specific in nature: 


1. The name of any person in which the investment exceeds 
one percent of total investments (7A-03-6). 


2. Information as to policy, nature and changes in deferred 
policy acquisition costs (7A-03-6, 7A-04-7, 7A-05-1 and 
Schedule IV). 


3. Reporting of aggregate amounts in separate accounts as 
single items of assets and liabilities (7A-03-9 and 19). 


4. Disclosure of unappropriated retained earnings in excess 
of statutorily determined retained earnings in the stock- 


holders equity section of the balance sheet (7A-03-22(d)). 


5. A statement as to accounting principles (7A-05-1). 
6. Details of restrictions on stockholders’ equity (7A-05-2). 


7. Revision of requirement relating to income tax disclosure 
(7A-05-3). 


8. An analysis of investment gains for the period consisting 
of a statement comparing realized and unrealized gains 
or losses on investments in bonds and stocks and notes 
(7A-05-4). 


9. Detailed schedules of bonds, stocks, mortgage loans and 
real estate, and a summary of realized gains or losses on 
sale of investments will no longer be required. The sche- 
dules requiring a summary of investments (12-27) and 
details of future policy benefits and insurance in force 


(12-31) have been completely revised. A schedule has been 


added to provide details of deferred policy acquisition 
costs (12-31A). 


In a release issued on May 17, 1971, 3/ the Commission pro- 


posed amendment of certain rules and forms to delete the 


then existing exemptions from certification applicable to fin- 


ancial statements of banks and life insurance companies. 
A/ Subsequently, in July 1971 the exemption for banks was 
deleted with regard to financial statements dated subsequent 


to November 30, 1971. The exemption for life insurance com- 


panies was retained so that the accounting profession, in 


414/SEC DOCKET 


collaboration with the industry, could complete work then 
under way towards developing and promulgating account- 
ing guidelines for life insurance companies which would en- 


able their financial statements to be certified in accordance ° 
with generally accepted accounting principles. With the 
issuance of the Audit Guide, it is now proposed to amend 
Instructions 13 and 7 of Instructions as to Financial State- 
ments in Forms 10 and 10-K, respectively, to indicate that 
statements filed for life insurance companies are to be ex- 
empt from certification only as to periods ending on or be- 
fore November 30, 1973. 


These amendments to Regulation S-X are proposed to be 
made pursuant to authority conferred on the Securities and 
Exchange Commission by the Securities Act of 1933, parti- 
cularly Sections 6, 7, 8, 10 and 19(a) thereof; the Securi- 
ties Exchange Act of 1934, particularly Sections 12, 13, 
15(d) and 23(a) thereof; the Public Utility Holding Com- 
pany Act of 1935, particularly Sections 5(b), 14 and 20(a) 
thereof; and the Investment Company Act of 1940, parti- 
cularly Sections 8, 30, 31(c) and 38(a). 


The text of the proposed Article 7A and Rules 12-27, 12-31 
and 12-31A is attached hereto. 


The text of the proposed revision to the identical Instructions 


13 and 7 of the Instructions as to Financial Statements in 
Forms 10 and 10-K, respectively, is as follows (underlined 
words are proposed additions): 


"Notwithstanding the requirements of the foregoing in- 
structions, financial statements filed for banks for periods 
ending on or before November 30, 1971 and for life insur- 


ance companies for periods ending on or before November 
30, 1973 need not be certified. 





The schedules prescribed by Rules 12-27 and 12-31 would 
be replaced by revised schedules. 


All interested persons are invited to submit comments on 
the proposals in writing to the Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549, on or before 
November 2, 1973. Such communications should refer to 
File No. S7-494. All such comments will be considered avail- 
able for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1Regulation S-X prescribes the form and content of finan- 
cial statements filed with the Commission; Form 10 is a 
general form for registration of securities pursuant to Sec- 
tion 12 of the 1934 Act; Form 10-K is a general form for 
annual reports filed pursuant to Section 13 or 15(d) of the 
1934 Act. 


2Article 7A was issued for public comment on August 20, 
1962, and adopted on October 6, 1964. 


3Securities Act Release No. 5149, Securities Exchange Act 
Release No. 9175. 


4An exemption for fire and casualty insurance companies 
had been removed in October 1970. 
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ARTICLE 7A. LIFE INSURANCE COMPANIES 
Rule 7A-01. Application of Article 7A. 


This article shall be applicable to financial statements 
filed for life insurance companies. 


If consolidated financial statements are prepared for an 
insurance holding company whose consolidated subsidiaries 
are primarily life insurance companies, consideration shall be 
given to utilization of the format of the financial statements, 
notes and schedules prescribed in this article. 


Rule 7A-02. General Requirement. 


1. Financial statements filed for a person to which this 
article is applicable shall be prepared in accordance 
with generally accepted accounting principles except 
as otherwise provided in this article. The general rules 
in Articles 1, 2, 3 and 4 shall be applicable except 
where they differ from those prescribed in the special 
rules comprising this article. 


A person subject to this article may follow the rules 
and instructions governing the definition and compu- 
tation of items in Annual Statements to the regulatory 
authority of its state of domicile (statutory account- 
ing requirements) only if the statutes of that state pro- 
hibit the presentation of financial statements other 
than in accordance with such requirements. A person 
who is required to follow statutory accounting re- 
quirements may make reasonable condensations as 
appropriate, but the amounts to be reported for net 
income and total stockholders equity shall be the same 
as those reported for net gain from operations and 
total capital and surplus on the corresponding Annual 
Statement. Financial statements which follow sta- 
tutory accounting requirements shall be accompanied 
by corresponding financial statements prepared in 
accordance with generally accepted accounting prin- 
ciples. 


All financial statements prepared for persons to which 
this article is applicable shall include supplemental 
statements reconciling material differences between 
(a) total capital and surplus as reported on the corres- 
ponding Annual Statement and total stockholders’ 
equity as determined in accordance with generally 
accepted accounting principles and (b) net gain from 
operations as reported on the corresponding Annual 
Statement and net income or loss as determined in 
accordance with generally accepted accounting princi- 
ples. The supplemental statements shall be in tabular 
form and shall contain appropriate explanations in a 
note or otherwise. 


Rule 7A-03 Balance Sheets. 


Balance sheets filed for life insurance companies shall 
comply with the following provisions: 


ASSETS AND OTHER DEBITS 
1. /nvestments--other than investments in affiliates. 
(a) 
(b) 
(c) 


Bonds and notes. 
Preferred stocks. 


Common stocks. 


(d) Mortgage loans on real estate. 
(e) Real estate. 
(f) Policy loans. 
(g) Other loans and investments. 
(hk) /nvested cash. 
(i) | Total investments. 

NOTES: 


(1) State the basis of determining the amounts shown in 
the balance sheet. 


(2) State parenthetically for bonds and preferred and 
common stocks either aggregate cost or the aggregate value 
based on market quotations at the balance sheet date, which- 
ever is the alternate to the amounts at which shown in the 
balance sheet. 


(3) State parenthetically accumulated depreciation and 
amortization and amount of any encumbrances deducted 
from investment real estate. 


(4) Include under subcaption (h) share accounts in sav- 
ings and loan associations, savings accounts, time deposits 
and other cash accounts and cash equivalents earning inter- 
est. 


(5) State separately any class of investments included in 
subcaption (g) exceeding five percent of total assets, how- 
ever, if an amount to be reported under subcaption (f), (g) 
or (h) is less than five percent of total assets it may be in- 
cluded under subcaption (g). 


(6) State in a note the name of any person in which the 
total investment in the person and its affiliates included in 
the above subcaptions exceeds one percent of total invest- 
ments. Indicate the amount included in each subcaption. 
Investments in bonds and notes of the United States Govern- 
ment and government agencies and authorities need not be 
reported. 


(7) State in a note any amounts included under subcap- 
tions (d) through (h) which have been nonincome produc- 
ing for the six months preceding the balance sheet date. 


2. Cash and cash items.--State separately (a) cash on hand 
and demand deposits; (b) funds subject to repayment 
on call or immediately after the date of the balance 
sheet required to be filed; and (c) other funds, the amounts 
of which are known to be subject to withdrawal or 
usage restrictions, e.g., as compensating balances or 
special purpose funds (see Rule 5-02-1). 


Investments and indebtedness of affiliates and other 
persons. 


(a) /nvestments.--State separately amounts representing 
investments in affiliates and investments in other persons 
which are accounted for by the equity method, and state 
the basis of determining these amounts. State separately 
in the registrant's balance sheet the amounts which in the 
related consolidated balance sheet are (1) eliminated and 
(2) not eliminated. 
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(b) Indebtedness. --\Include under this caption amounts 
representing indebtedness of affiliates and indebtedness 
of other persons the investments in which are accounted 
for by the equity method. State separately in the regis- 
trant s balance sheet the amounts which in the related 
consolidated balance sheet are (1) eliminated and (2) 
not eliminated. 


4. Accounts receivable.--\nclude under this caption (a) 
amounts receivable from agents, (b) uncollected pre- 
miums, and (c) other receivables stating separately any 
category which is in excess of five percent of total assets. 
State separately the balance of the allowance for doubtful 
accounts which was deducted. Deferred premiums shall 
be deducted from future policy benefits. 


5. Accrued investment income. 


6. Deferred policy acquisition costs.--See Rules 7A-04-7 
and 7A-05-1. 


7. Property and equipment.--\nclude under this caption 
the cost of real estate, furniture, fixtures and equipment 
used in the conduct of the insurance business and not 
considered as an investment. State parenthetically the 
accumulated depreciation and amortization deducted. 
The amount of any encumbrances shall be shown 
separately as a liability. 


8. Other assets.--State separately any other item not pro- 
perly classed in one of the preceding asset captions which 
is in excess of five percent of total assets. 


9. Assets held in separate accounts.—\nclude under this 
caption the aggregate amount of assets funding the 
liabilities related to variable annuities, pension funds and 
similar activities. The corresponding aggregate liability 
shall be included under caption 19. 


10. Total assets and, when appropriate, other debits. 


FUTURE POLICY BENEFITS, LIABILITIES AND OTHER 
CREDITS 


11. Future policy benefits.--State separately liabilities for 
(a) life insurance; (b) accident and health insurance; (c) 
supplementary contracts without life contingencies; and 
(d) policyholders’ dividend accumulations. 


12. Policy and contract claims. 


13. Other policyholders’ funds.--\nclude premiums paid in 
advance, premium deposit funds, and dividends to policy- 
holders declared and unpaid and amounts estimated for 
payment in the following year. State separately any 
material amounts. 


14. Notes payable.--State here or in a note the information 
required under Rule 5-02-29. Show separately any 
amount owed to affiliates. 


15. Indebtedness to affiliates and other persons.--\nclude 
under this caption amounts representing indebtedness 
to affiliates and indebtedness to other persons the in- 
vestments in which are accounted for by the equity 
method. State separately in the registrant's balance sheet 
the amounts which in the related consolidated balance 
sheet are (a) eliminated and (b) not eliminated. 
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16. Accrued income taxes.--State separately the amount of 
(a) income taxes payable and (b) deferred income taxes. 

17. Other liabilities.--State separately any other item not 
properly classed in one of the preceding liability cap- 
tions which is in excess of five percent of total liabili- 

ties. 


r 
4 


Ri 
18. Undistributed earnings on participating business. -- 
State the amount of earnings which are required to be 
allocated to policyholders. Exclude dividends included sh 
above under caption 13. ” 


19. Liabilities related to separate accounts. 


20. Commitments and contingent liabilities.-See Rules 
3-16(i) and 7A-05-6. 


STOCKHOLDERS’ EQUITY 


21. Capital shares.--State for each class of shares the title 
of issue, the number of shares authorized, the number of 
shares issued or outstanding, as appropriate (see Rules 
3-14 and 3-15), and the dollar amount thereof, and, if 
convertible, the basis of conversion [ see also Rule 
3-16(f) (3)] . Show also the dollar amount, if any, of 
capital shares subscribed but unissued, and show the 
deduction of subscriptions receivable therefrom. Show 
here, or in a note or statement referred to herein, the 
changes in each class of capital shares for each period 
for which an income statement is required to be filed. 


22. Other stockholders’ equity.--(a) Separate captions 
shall be shown for: 


(1) Paid-in additional capital. 
(2) Other additiona! capital. 


(3) Unrealized appreciation or depreciation of invest- 
ments. 


(4) Retained earnings 
(i) Appropriated 
(ii) Unappropriated 


(b) If undistributed earnings of unconsolidated subsidiaries 
and 50 percent or less owned persons are included, state the 
amount in each category parenthetically or in a note re- 
ferred to herein. 


(c) Include in subcaption (a) (4) (i) above or in a note, the 
purpose for which retained earnings have been appropriated. 


(d) State parenthetically at caption (a) (4) (ii) the amount, 
if any, by which unappropriated retained earnings exceeds 
retained earnings determined in accordance with statutory 
accounting requirements. 


(e) For a period of at least 10 years subsequent to the 
effective date of a quasi-reorganization, any description 
of retained earnings shall indicate the point in time from 
which the new retained earnings dates and for a period of 
at least three years shall indicate the total amount of the 
deficit eliminated. 


‘ 


(f) A summary of each account under this caption setting 





forth the information prescribed in Rule 11-02 shall be given 
for each period for which an income statement or summary 
| of operations is being filed. 
23. Total future policy benefits, liabilities, other credits 
and stockholders’ equity. 


Rule 7A-04. Income Statements. 


Income statements filed for life insurance companies 
shall comply with the following provisions: 


PREMIUMS AND OTHER REVENUE 


1. Premiums.--State separately the amount arising from 
(a) life insurance; (b) accident and health insurance; and 
(c) considerations for supplementary contracts. 


2. Investment income. 


of (a) investment income. 


(1) /nterest on bonds. 


(2) Dividends.--State separately dividends from (i) pre- 
ferred stocks, (ii) common stocks and (iii) stocks 
: of affiliates. Exclude from this caption dividends 
} from investments in both affiliates and persons 
which are accounted for by the equity method. 


(3) Interest on mortgage loans. 
(4) Real estate income. 


(5) Other investment income.--State separately any 
material amounts. 


(6) Total investment income. 


(b) /nvestment expense.--\Include taxes, depreciation and 
other expenses on investment real estate. State separate- 
ly any item of expense which is in excess of five percent 
of total investment income. 


(c) Net investment income. 
3. Other income.--State separately any material amounts 
indicating clearly the nature of the transactions out of 
S which the items arose. 
he 
BENEFITS AND EXPENSES 
4. Death and other benefits.--State separately benefits for 


(a) life insurance; (b) accident and health insurance; and 
ed. (c) other contracts. 


“ 


t, 5. Increase in future policy benefits.--State separately pro- 
vision for liabilities for (a) life insurance; (b) accident 
and health insurance; and (c) other contracts. 


6. Provision for policyholders’ share of earnings on partici- 
pating policies. 


7. Amortization of deferred policy acquisition costs. 
(a) Include under this caption only the amount of de- 


ferred policy acquisition costs amortized to income dur- 
i ing the period. 


(b) State in tabular form in a note for (1) life insurance 
and (2) accident and health insurance, the nature of the 
costs deferred, the method and term of amortization 
and the amounts of (i) acquisition costs deferred, (ii) 
amortization charged to income, (iii) first year pre- 
miums written, and (iv) renewal premiums. State 
separately any amount which is in excess of 15 percent 
of the total amount deferred during each period cover- 
ed by an income statement indicating the nature of the 
amount, e.g., commissions, salesmen s salaries, direct 
a ‘eee expenses and issue expenses (see Rule 7A- 


8. Other operating costs and expenses.--\nclude all selling, 
general and administrative expenses not deferred as 
policy acquisition costs. State separately any material 
amounts. Do not include income taxes under this cap- 
tion. 


9. Income or loss before income tax expense and appro- 
priate items below. 


10. /ncome tax expense.--\nclude under this caption only 
taxes based on income. Taxes applicable to profits or 
losses on securities and extraordinary items shall not be 
included under this caption [ see Rule 3-16(o) ]. 


11. Equity in earnings of unconsolidated subsidiaries and 
50 percent or less owned persons.--The amount report- 
ed under this caption shall be stated net of any applic- 
able tax provisions and shall exclude profits or losses 
on investments. State parenthetically or in a note re- 
ferred to herein the amount of dividends received from 
such persons. 


12. Minority interest in income of consolidated sub- 
sidiaries. 


13. Income or loss before profits or losses on investments 
and extraordinary items. 


14. Profits or losses on investments, less applicable tax.-- 
State separately (a) net investment profits or losses of 
the insurance company and (b) equity in net investment 
profits or losses of (1) unconsolidated subsidiaries and 
(2) 50 percent or less owned persons for which the 
equity in earnings was reported under caption 11 disclos- 
ing parenthetically or otherwise the tax applicable to 
such amounts. No profits or losses on the insurance com- 
pany s own equity securities, or equity in profits or loss- 
es of its affiliates on their own equity securities, shall be 
included under this caption. State, here or in a note refer- 
red to herein, the method followed in determining the 
gost of investments sold by the insurance company, e.g., 

average cost, first-in, first-out, or identified certi- 
ficate. Consideration should be given to reporting trans- 
actions of the insurance company under caption 16, 
when appropriate. (See Rule 7A-05-4.) 


15. Income or loss before extraordinary items. 


16. Extraordinary items, less applicable tax.--State separate- 
ly (a) extraordinary items of the person and (b) equity 
in extraordinary items of (1) unconsolidated subsidiaries 
and (2) 50 percent or less owned persons for which the 
equity in earnings was reported under caption 11, disclos- 
ing parenthetically or otherwise the tax applicable to 
such amounts. 


17. Net income or loss.--See Rule 7A-03-22(f). 
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18. Earnings per share data.--Refer to the pertinent re- 
quirements in the appropriate filing form. No per share 
figures shall be based on net income or loss determined 
in accordance with statutory accounting requirements. 
(See Rule 7A-02-2.) 


Rule 7A-05. Special Notes to Financial Statements. 


1. Accounting principles and practices.--\nformation shall 
be given in a note as to accounting principles and practi- 
ces reflected in the financial statements concerning the 
following matters. (See also Rule 3-08.) 


(a) Consolidation of subsidiaries. 


(b) Valuation of investments and recognition and report- 
ing of unrealized appreciation or depreciation and pro- 
fits or losses on investments. 


(c) Recognition of premium revenue and related expen- 
ses. 


(d) The nature of deferred policy acquisition costs and 
the method and period of amortization. 


(e) The range of interest rates, mortality and withdrawal 
assumptions and the methods employed in calculating 
policy reserves. 


2. Restrictions on stockholders’ equity.--(a) The nature of 
the restriction of retained earnings created by the excess 
or deficiency of unappropriated retained earnings as 
against unassigned surplus as determined in accordance 
with statutory accounting requirements shall be explain- 
ed in a note. See also Rule 3-16(h). 


(b) State in a note details of any deficiency in the statu- 
tory requirements for capital and surplus. 


3. Income taxes.--\Information and appropriate explana- 
tions shall be given on the general nature of the provi- 
sions of the Internal Revenue Code applicable to life 
insurance companies. In addition to the general require- 
ments of Rule 3-16(o), the following specific informa- 
tion shall be furnished. 


(a) The bases and assumptions upon which current and 
deferred income taxes have been or have not been 
provided. Disclose in a note the amount of income 
upon which neither current nor deferred taxes have 
been provided for each period for which an income 
statement is filed.and the accumulated amount as of 
the date of the related balance sheet. 


(b) The nature of "policyholders' surplus’ as defined in 
the Internal Revenue Code, the additions to “policy- 
holders’ surplus” for each period for which an income 
statement is filed, and the accumulated amount as of 
the date of the related balance sheet. 


(c) The amount of accumulated net operating loss carry- 
forwards, if any, at the date of the latest balance sheet 
and the years in which such carryforwards will expire. 


4. Analysis of investment gain.--State in tabular form in a 
note or otherwise for each period for which an income 
statement is filed (a) the portion of the profits or losses 
on investments, less applicable tax, included in caption 
7A-04-14 which relates to investments in bonds and 
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notes and stocks, (b) the change during the reporting 
period in the difference between value based on market 
quotations and cost for investments in bonds and notes 
and stocks (after appropriate allowance for income tax- | 


es), and (c) the total or net balance of (a) and (b) as 
appropriate. 


9 


5. Participating insurance.--State in a note the relative sig- 
nificance of participating insurance expressed as percent- 
ages of insurance in force, number of policies in force 
and premium income; and the method by which earn- 
ings and dividends allocable to such insurance is deter- 
mined. If amounts allocable to participating policies in 
excess of dividends paid or declared payable are report- 
ed on the balance sheet or income statement other than 
as prescribed in this article, the reason for and effect of 
such variation shall be stated. 


6. Reinsurance.--State the amount of reinsurance risks 
assumed and ceded and the nature and general terms of 
material reinsurance or coinsurance contracts for assump- 
tion or cession of insurance. Material amounts of income 
and expense related to reinsurance or coinsurance shall 
be shown separately on the income statement. 


Rule 7A-06. What Schedules Are to be Filed. 


(a) Except as expressly provided otherwise in the applic- 
able form-- 


(1) The schedules specified below in this rule as Sche- 
dules |, VII, IX, X, Xl and X11 shall be filed as of 
the dates of the most recent audited balance sheet 
and any subsequent unaudited balance sheet being 
filed for each person or group, provided that any 
such schedule (other than Schedules | and IX may 
be omitted if both of the following conditions 
exist: 


a 


(i) The financial statements are being filed as part 
of an annual or other periodic report; and 


(ii) The information that would be shown in the 
respective columns of such schedule would reflect 
no changes in any issue of securities of the regis- 
trant or any significant subsidiary in excess of five 
percent of the outstanding securities of such issue 
as shown in the most recently filed annual report 
containing the schedule. 


(2) Schedule 1X, Capital Shares, may also be omitted 
if the above two conditions exist and any infor- 
mation required by column G of the schedule is 
shown in the related balance sheet or in a note 
thereto. 


(3) All other schedules specified below in this rule as 
Schedules II, III, IV, V, and VIII shall be filed for 
each period for which an income statement is re- 
quired to be filed for each person or group. 


(b) When information is required in schedules for both 
the registrant and the registrant and its consolidated 
subsidiaries it may be presented in the form of a single 
schedule, provided that items pertaining to the registrant 
are separately shown and that such single schedule affords 
a properly summarized presentation of the facts. If the 
information required by any schedule (including the notes 
thereto) may be shown in the related financial statement 
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or in a note thereto without making such statement un- 
clear or confusing, that procedure may be followed and 
the schedule omitted. 


(c) Reference to the schedules shall be made in the appro- 
priate captions of the financial statements. Where, pur- 
suant to the applicable instructions, the supporting sche- 
dules do not accompany the financial statements, refer- 
ences to such schedules shall not be made. 


(d) The schedules shall be examined by the independent 
accountant if the related financial statements are so ex- 
amined. 


Schedule 1. Summary of Investments--Other than Invest- 
ments in affiliates.--The schedule prescribed by Rule 12-27 
shall be filed in support of caption 1 of each balance sheet. 


Schedule I|/. Investments in, Equity in Earnings of, and Di- 
vidends Received from Affiliates and Other Persons.--The 
schedule prescribed by Rule 12-04 shall be filed in support 
of caption 3(a) of each balance sheet. This schedule may be 
omitted if neither the sum of captions 3(a) and 3(b) in the 
related balance sheet nor the amount of caption 15 in such 
balance sheet exceeds five percent of total assets as shown by 
the related balance sheet at either the beginning or end of 
the period. 


Schedule !|/1. Indebtedness of Affiliates and Other Persons. - 
The schedule prescribed by Rule 12-05 shall be filed in 
support of caption 3(b) of each balance sheet; however, the 
required information may be presented separately on Sche- 
dule Il or Schedule 1X. This schedule may be omitted if 
neither the sum of captions 3(a) and 3(b) in the related 
balance sheet nor the amount of caption 15 in such balance 
sheet exceeds five percent of total assets as shown by the 
related balance sheet at either the beginning or end of the 
period. 


Schedule 1V. Deferred Policy Acquisition Costs.--The sche- 
dule prescribed by Rule 12-31A shall be filed in support of 
caption 6 of each balance sheet provided that this schedule 
may be omitted if the total shown by caption 6 does not 
exceed five percent of total assets as shown by the related 
balance sheet at both the beginning and end of the period 
and if neither the additions nor the deductions during the 
period exceeded five percent of total assets as shown by the 
related balance sheet at either the beginning or end of the 
period. 


Schedule V. Amounts Receivable from Underwriters, Pro- 
moters, Directors, Officers, Employees, and Principles Hold- 
ers (other than Affiliates) of Equity Securities of the Person 
and its Affiliates.--The schedule prescribed by Rule 12-03 
shall be filed with respect to each person among the under- 
writers, promoters, directors, officers, employees, and princi- 
pal holders (other than affiliates) of equity securities of the 
person and its affiliates from whom an aggregate indebted- 
ness of more than $20,000 or one percent of total assets, 
whichever is less, is owed or, at any time during the period 
for which related income statements are required to be filed, 
was owed. For the purposes of this schedule exclude in the 
determination of the amount of indebtedness all amounts 
receivable from such persons for purchases subject to usual 
trade terms, for ordinary travel:and expense advances, and 
for other such items arising in the ordinary course of bus- 
iness. 


Schedule VI. Valuation and Qualifying Accounts and Re- 


serves.--The schedule prescribed by Rule 12-13 shall be 
filed in support of caption 11 of each balance sheet. The 
schedule prescribed by Rule 12-29 shall be used insofar as 
it may more appropriately present the reserves of accident 
and health business at caption 12(b) which are based on un- 
earned premiums. 


Schedule VI/1. Indebtedness to Affiliates and Other Persons. -- 
The schedule prescribed by Rule 12-11 shall be filed in sup- 
port of caption 15 of each balance sheet; however, the re- 
quired information may be presented separately on Schedule 
It or Schedule I11. This schedule may be omitted if neither 
the sum of captions 3(a) and 3(b) in the related balance 
sheet nor the amount of caption 15 in such balance sheet 
exceeds five percent of total assets as shown by the related 
balance sheet at either the beginning or end of the period. 


Schedule |X. Capital Shares.--The schedule prescribed by 
Rule 12-14 shall be filed in support of caption 21 of a bal- 
ance sheet. 


Schedule X. Warrants or Rights.--The schedule prescribed by 
Rule 12-15 shall be filed with respect to warrants or rights 
granted by the person for which the statement is being filed 
to subscribe to or purchase securities to be issued by such 
person. 


Schedule X/. Guarantees of Securities of Other Issuers. -- 
The schedule prescribed by Rule 12-12 shall be filed with 
respect to any guarantees of securities of other issuers by 
the person for which the statement is being filed. 


Schedule X11. Other Securities.--\f there are any classes of 
securities not included in Schedules 1X, X and XI, set forth 
in this schedule information concerning such securities cor- 
responding to that required for the securities included in 
such schedules. Information need not be set forth, however, 
as to notes, drafts, bills of exchange, or bankers’ acceptances, 
having a maturity at the time of issuance of not exceeding 
one year. 
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Rule 12-27. Summary of Investments — Other than Investments in Affiliates 


(For insurance companies) 








Column A Column B Column C Column D 
Value based on Amount at which 
Type of investment 1 Cost 2 market quotations shown in the 


at balance sheet 


balance sheet 3 





date 
Bonds and notes: 
United States Government and government agencies and authorities 
States, municipalities and political subdivisions 
Foreign government 
Public utilities 
Convertibles and bonds with warrants attached 
All other corporate 
Total bonds and notes 
Preferred stocks 
Common stocks: 
Public utilities 
Banks, trust and insurance companies 
Industrial, miscellaneous and all other 
Total common stocks 
Total bonds and notes and stocks 
Mortgage loans on real estate XXXXXX 
Real estate: 
Investment properties XXXXXX 
Acquired in satisfaction of debt XXXXXX 
Occupied by the registrant XXXXXX 
Total real estate XXXXXX 
Policy loans XXXXXX 
Other loans and investments XXXXXX 
Invested cash XXXXXX 
Total investments XXXXXX 


















































1. Do not include investments in affiliates and investments in other persons which are accounted for by the equity method. 


2. Original cost of stocks, and, as to debt obligations, original cost reduced by repayments and adjusted for amortization of premiums or 
accrual of discounts. 


3. If the amount at which shown in the balance sheet is different from the amount shown in either column B or C, state the reason for 


such difference. 


Rule 12-31. Future Policy Benefits and Insurance in Force. 


(For insurance companies) 





























Column A Column B Column C Column D Column E 
Bases of assumptions 
Life Amount Years (1) (2) (3) 
Line of business 1 insurance of policy of , 
in force reserves issue — Mortality Withdrawals 











1. The required information shall be given for each of the following lines of business: industrial life insurance, ordinary life insurance, 
group life insurance, individual annuities, group annuities, group accident and health, individual accident and health and all other. 


Rule 12-31A. Deferred Policy Acquisition Costs. 


(For insurance companies) 











Column A Column B Column C Column D Column E Column F Column G 
Balance at Deductions Balance at First year Renewal 

Line of business 1 beginning Additions (1) (2) close premiums premiums 
of period Charged to Charaed to ’ of period written written 











costs and 
expenses 





other 
accounts— 
describe 














1, The required information shall be given for each of the following lines of business: 


industrial life insurance, ordinary life insurance, 


group life insurance, individual annuities, group annuities, group accident and health, individual accident and health and all other. 
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SECURITIES ACT OF 1933 
Rel. No. 5421/September 12, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rei. No. 10382/September 12, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18090/September 12, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7989/September 12, 1973 


NOTICE OF REVISION OF PROPOSED AMENDMENT TO 
REGULATION S-X TO PROVIDE FOR IMPROVED DIS- 
CLOSURE OF INCOME TAX EXPENSE (S7-495) 


On December 18, 1972, the Commission published in Secu- 
rities Act Release No. 5344 (Securities Exchange Act Re- 
lease No. 9915, Public Utility Holding Company Act Rel- 
ease No. 17818, Investment Company Act Release No. 
7468) proposed amendments to Rule 3-16(o0), Income tax 
expense, of Regulation S-X. 


A large number of helpful comments on the proposal were 
received which have been carefully considered. On the basis 
of the comments and further consideration of the matters 
involved, the Commission has effected a number of sub- 
stantive revisions in the proposed amendment and is there- 
fore publishing the revised proposal for comment by inter- 
ested persons. In view of the length of time the proposal has 
been under consideration and the extensive consideration it 
has received, the Commission believes that a limited period 
of time should be adequate for the submission of additional 
comments. 


The revised proposal specifies requirements for more detailed 
disclosure of the components of income tax expense and for 
improved disclosure of the reasons why Federal income tax 
expense differs from the amount calculated by multiplying 
the Federal statutory income tax rate applicable to the re- 
porting person by the income before taxes. 


The previous proposal called for disclosure of the extent to 
which new deferrals are offset by the reversal of prior de- 
ferrals. Comments received indicated that this requirement 
would not achieve the stated objective of enabling users of 
financial statements to ascertain the current and prospective 
cash drain associated with payment of income taxes. In addi- 
tion, it was pointed out that many companies determined the 
deferred tax provision on a net basis and the separate identi- 
fication of deferrals and reversals would be difficult. Accord- 
ingly, the Commission has determined to eliminate the re- 
quirement that new deferrals and reversals of prior de- 
ferrals be shown separately. In its place, to accomplish the 
objective stated, the Commission hereby proposes to require 
that disclosure be made of the extent to which the net de- 
ferral on the year-end balance sheet is estimated to flow into 
income tax expense in each of the following five years on the 
basis of the facts recorded at the balance sheet date. This 
calculation should be made without assuming the purchase 
of new assets which might give rise to new deferrals but 
should include new deferrals that would arise from the excess 
of tax over book depreciation in subsequent years in connec- 
tion with assets owned at the balance sheet date. 


In addition, the proposed rule calls for the presentation of a 
reconciliation between the amount of total income tax ex- 

pense and the amount computed by multiplying income be- 
fore tax by the applicable statutory Federal income tax rate, 


showing the dollar amount of each significant underlying 
cause of the difference. Such a difference might arise from 
income which is nontaxable or taxed at capital gains rates, 
investment tax credits, favorable domestic or foreign tax 
rates, percentage depletion or other causes. This disclosure 
is designed to enable users of financial statements to dis- 
tinguish between one-time and continuing tax advantages 
enjoyed by a company and to appraise the significance of 
changing effective tax rates. 


Comments on the original proposal pointed out that the pro- 
posed requirement might call for excessively detailed dis- 
closure and mentioned a number of other technical pro- 
blems. Accordingly, the revised proposal calls for disclosure 
of individual reconciling items only if such an item exceeds 
five percent of the amount computed by multiplying the 
income tax rate by income before tax and indicates that a 
reconciliation will be required only if individual amounts 
are included which exceed five percent or if the aggregate 
difference to be reconciled is greater than five percent of 
the computed amount or if the reconciliation is significant 
in appraising the trend of earnings. The detailed quantita- 
tive tests relating to trend have been eliminated. 


The proposal also permits the presentation of a reconcilia- 
tion in percentage terms instead of dollar terms and the use 
of foreign income tax rates for foreign reporting persons. 


Inasmuch as certain of the requirements under this rule re- 
late also to Rule 5-02-35, Deferred credits, that rule would 
be amended to include a cross-reference. 


In order to clarify the proposed rule, an example of the dis- 
closure required is attached as an exhibits this release. 


The proposed text of amended Rules 3-16(0) and 5-02-35, 
with the proposed changes follows: 


Rule 3-16. General Notes to Financial Statements. 


(o) Income tax espense.--Disclosure shall be made, in the 
income statement or a note thereto, of the components of 
income tax expense, including: (1) taxes currently payable; 
(2) the net tax effects, as applicable, of (i) timing differen- 
ces (indicate separately the amount of the tax effects of 
each of the various types of timing differences, such as 
depreciation, research and development expense, warranty 
costs, etc.; items amounting to less than 15 percent of the 
deferred tax amount in the income statement may be com- 
bined for this purpose with an explanation of the nature of 
the items aggregated; in addition, indicate the amount of 
the net timing differences shown on the balance sheet for 
the most recent fiscal year end which is currently expected 
to be reflected as a component of tax expense reported in 
the income statements for each year of the following five 
years) and (ii) operating losses; and (3) the net deferred in- 
vestment tax credits. Amounts applicable to United States 
Federal income taxes, to foreign income taxes and to other 
taxes shall be stated separately for each component, unless 
the amounts applicable to foreign and other income taxes 
do not exceed five percent of the total for the component 
and a statement to that effect is made. 


In addition, provide a reconciliation between the amount 
of reported total income tax expense and the amount com- 
puted by multiplying the income before tax by the applic- 
able statutory Federal income tax rate, showing the dollar 
amount of each of the underlying causes for the difference. 
If no individual reconciling item amounts to more than five 
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percent of the amount computed by multiplying the income 
before tax by the applicable statutory Federal income tax 
rate, and the aggregate difference to be reconciled is less 
than five percent of such computed amount, no reconcilia- 
tion need be provided unless it would be significant in app- 
raising the trend of earnings. Individual items less than five 
percent of the computed amount may be aggregated in the 
reconciliation with an explanation of the nature of the items 
contained in the aggregate amount. The reconciliation may 
be prepared in tax rate percentages rather than in dollar 
amounts. Where the reporting person is a foreign entity, the 
income tax rate in that person’s country of domicile should 
normally be used in making the above computation, but 
different rates should not be used for subsidiaries or other 
segments of a reporting entity. If the rate used by a report- 
ing person is other than the United States Federal corporate 
income tax rate, the rate used and the basis for using such 
rate shall be disclosed. 


Rule 5-02. Balance Sheets. 


35. Deferred credits.--State separately amounts for (a) 
deferred income taxes, (b) deferred tax credits, and (c) 
material items of deferred income. The current portion of 
deferred income taxes shall be included under caption 26 
(see Accounting Series Release No. 102). (See a/so Rule 
3-16(o).) 


All interested persons are invited to submit their views and 
comments on the foregoing proposals to amend Rule 3-16 
(o) of Regulation S-X in writing to Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549, on or be- 
fore October 31, 1973. Such communications should refer 
to File S7-495. All such communications will be available 
for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





EXHIBIT 


The following example of the disclosure required under 
proposed Rule 3-16(o) is provided to assist registrants in 
appraising the proposal and in complying with it. 


1. The following facts apply to a hypothetical business 
corporation for the calendar year 1973 (all figures in thou- 
sands) : 


Income before tax $15,000 


(1) Assets purchased at the beginning of 1973 at a cost 
of $10,000, eight year life, double declining balance 
depreciation for tax purposes, straight line on books, 
eligible for investment credit. 


(2) Research costs of $3,000 deducted on tax return but 
amortized over following two years for book purposes. 


(3) Warranty reserve of $1,400 provided for book pur- 
poses is not deductible for tax purposes until warranty 
costs are incurred. The warranty period covers the next 
two years; $400 of warranty cost is expected to be 
incurred next year and $1,000 in the following year. 
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(4) Income before taxes includes $2,000 related to con- 
struction-type contracts still in process which are 
accounted for on the percentage of completion meth- 
od for book purposes and on the completed contract 
method for tax purposes. It is expected that such con- 
tracts will be completed next year. 


Ir 





(5 


~— 


Amortization of goodwill of $800 is not deductible 
for tax purposes. 


(6 


— 


Income before taxes includes $1,800 which repre- T 
sents the net income of a wholly owned foreign sub- Ir 
sidiary in a country with no income tax that is ex- I 

pected to indefinitely invest its undistributed earnings. C 


(7 


— 


Investments sold during the year resulted in a gain of S 
$1,000, which is taxed at capital gain rates. 


(8) Included in income is $1,500 of interest on tax ex- 
empt municipal bonds. 


(9) State income taxes amounted to $400. 


ll. //ustrative Note 


Note— Income tax expense (all data in thousands) 


—-_> @ @® 


Income tax expense is made up of the following com- 
ponents: t 


U.S. Federal State Income Tax Total 


Taxes currently payable $2,600 $400 $3,000 
Deferred tax expense 2,328 -0- 2,328 


Total $4,928 $400 $5,328 








Deferred tax expense results from timing differences in the q 
recognition of revenue and expense for tax and financial | 
statement purposes. The sources of these differences in 

1973 and the tax effect of each were as follows: 


Excess of tax over book depreciation $ 600 


Research and development costs expensed on tax 
return and deferred on books 1,440 


Revenue recognized on completed contract basis f 
on tax return and on percentage of completion 
basis on books 960 


Warranty cost charged to expense on books but not 
deductible until paid (672) 


$2,328. 


At December 31, 1973, deferred taxes on the balance sheet 
amounted to $2,328 (*). This amount will be reflected as a 
component of tax expense in subsequent years as timing 
differences are reversed. The estimated amount to be re- 
flected in each of the next five years is as follows: 
1974----$1,188; 1975-----$165; 1976-----$94; 1977-----$220; 
1978-----$315. In the absence of new deferrals in these years, 
the cash outflow for taxes will exceed tax expense by such 
amounts. 


Total tax expense amounted to $5,328 (an effective rate of 
35.5%), a total less than the amount of $7,200 computed by 
applying the U. S. Federal income tax rate of 48% to in- 

— before tax. The reasons for this difference are as ‘ 
ollows: 





Q 


% of 
pretax 
$ Amt. income 
Computed ‘‘expected” tax expense $7,200 48.0% 
Increases (reductions) in taxes result- 
ing from: Foreign income not sub- 
ject to foreign income tax and not 
expected to be subject to U.S. tax 
in foreseeable future (864) (5.8) 
Tax exempt municipal bond income (720) (4.8) 
Investment tax credit on assets pur- 
chases in 1973 (700) (4.6) 
Goodwill amortization not deductible 
for tax purposes 384 2.5 
State income taxes, net of Federal 
income tax benefit (**) 208 1.4 
Benefit from income taxes at 
capital gains rate (**) (180) (1.2) 
Actual tax expense $5,328 35.5% 


111. Computational Guide (Furnished only to enable inter- 
ested parties to determine source of numbers shown in 
above illustrative note; not to be required of registrants in 
filings.) 


A. Tax computations 


Book income before tax $15,000 
State income tax (400) 
Permanent differences: 
Goodwill amortization 800 
Municipal bond income (1,500) 
Foreign income, no income tax (1,800) 
Capital gain (1,000) 
Income for caiculating tax expense 11,100 
Timing differences: 
Excess depreciation (1,250) 
R & D deducted on tax return (3,000) 
Warranty cost not deductible until paid 1,400 
Percentage of completion income (2,000) 
Taxable income (excl. cap. gain) 6,250 
Tax to be paid .48 x 6,250 3,000 
Plus capital gain tax .30 x 1,000 300 
Less investment credit (700) 
Actual tax paid 2,600 
Tax expense .48 x 11,100 5,328 
Plus capital gain tax 300 
Less investment credit (700) 
Tax expense — Federal 4,928 
State income tax 400 


B. Computations of disclosure limits per Rule 3-16(o) 
Computed amount 15,000 x .48 = 7,200 
5% of computed amount .05x 7,200 =‘ 360 
15% of deferred tax .15x 2,328 = 349 


C. Calculations of reversal of deferred tax on year-end 
balance sheet 1974 1975 1976 1977 1978 
Depreciation Book 1,250 1,250 1,250 1,250 1,250 

Tax 1,875 1,406 1,055 791 593 


625 156 (195) (459) (657) 
R&D Book 1,500 1,500 
Tax -0- -0 
(1,500) (1,500) 
1974 1975 1976 1977 1978 
Warranty Book -0- -0- 
Tax 400 1,000 
400 1,000 
Percentage of com- 
pletion Book -0- 
Tax 2,000 
(2,000) 
Total reversal (2,475) (344) (195) (459) (657) 
x .48 1,188 165 94 220 315 





(*) For purposes of this example, it was assumed that there 
were no prior year timing differences which existed at De- 
cember 31, 1972. If prior differences existed, the balance 
sheet amount would naturally not agree with the current 
year s deferred tax expense figure. 
(**) Since these amounts are less than 5% of the computed 
expected" tax expense, they could be combined with any 
other items less than $360 into an aggregate total with an 
explanation of the items contained in the aggregate amount. 
If no single item had exceeded $360 in this case and the 
aggregate net difference of all items was also less than $360, 
this reconciliation would not have been required. 
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SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10379/September 10, 1973 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c) (5) and 19(a) (4) of the Securities 
Exchange Act of 1934 ("Exchange Act") the temporary sus- 
pension of exchange and over-the-counter trading in the 
common stock, $1 par value, and all other securities of 
TeleProrapTer Corporation, a New York corporation located 
at 50 West 44 Street, New York, New York, for the ten-day 
period commencing at 6:50 P.M. (EDT) on September 7, 
1973 and continuing through September 16, 1973. 


The Commission announced the temporary suspension of 
trading in the securities of TelePrompTer in order to fully 
explore the circumstances which gave rise to a release issued 
on September 4, 1973 by the company concerning rumors 
circulating about adverse corporate developments. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any bro- 
ker or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the division of Enforce- 
ment in Washington, D. C. If any broker or dealer is uncer- 
tain as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which is 
in violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10380/September 11, 1973 


Admin. Proc. File No. 3-3488 

In the Matter of 

BENJAMIN LEWIS AND COMPANY 
29 South LaSalle Street 

Chicago, Illinois 

(8-9222) 

DELBERT M. RUTHERFORD 


— AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings pursuant to Sections 15(b), 15A and 
19(a) of the Securities Exchange Act, Benjamin Lewis and 
Company, a registered broker-dealer (' "registrant ), and 

Delbert M. Rutherford, its president and sole stockholder, 
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have submitted an offer of settlement. Solely for the pur- 
pose of these proceedings and any other administrative pro- 
ceedings pursuant to Sections 15(b), 15A and 19(a) of the 
Exchange Act, Sections 203 (e) and 203 (f) of the Invest- 
ment Advisers Act of 1940, and Section 9(b) of the Invest- 
ment Company Act of 1940, and without admitting or deny- 
ing the allegations in the order for proceedings, respondents 
have consented to findings of willful violations as alleged in 
that order and to imposition of specified sanctions. 









After consideration of the offer of settlement and upon the 
recommendation of its staff, the Commission determined to 
accept the offer. On the basis of the order for proceedings 
and the offer of settlement, it is found that : 1/ 


' 


1. Registrant willfully violated Section 17(a) of the Securi- 
ties Act of 1933 and Section 10(b) and Rule 10b-5 there- 
under of the Exchange Act during the period from about 
December 1, 1970 to about May 30, 1971 in connection 
with the purchase and sale of common stock of United 
American Industries ("UAI") in that, among other things, 
materially false and misleading statements were made con- 
cerning the market prices of such stock and sales of such 
stock on registrant's behalf were made while the purchase 
of the stock was being recommended to customers. 


2. Registrant willfully violated Section 15(c) (1) of the 
Exchange Act and Rule 15c1-4 thereunder during the per- 
iod from about October 23, 1970 to about May 15, 1971 

in that transactions were effected with and for the accounts 
of registrant's customers in the stock of UAI and Electro 
Vision Corporation without giving or sending to such cus- 
tomers, at or before the completion of each transaction, a 
written confirmation correctly disclosing the capacity in 
which registrant acted and, with respect to transactions 
effected as agent, the actual amount of commission or other 
remuneration received or to be received in connection with 
the transaction. 


3. Registrant, willfully aided and abetted by Rutherford, 
willfully violated Section 15(c) (3) of the Exchange Act and 
Rule 15c3-1 thereunder during the period from about March 
1 to about May 31, 1971, in that registrant effected securi- 
ties transactions when registrant's aggregate indebtedness to 
all other persons exceeded 2,000 per centum of its net cap- 
ital and registrant did not have and maintain net capital of 
not less than $5,000. 


4. Registrant willfully violated Section 7(c) (1) and regula- 

tions prescribed by the Board of Governors of the Federal 
Reserve System in that during the period from about July 

14, 1970 to May 17, 1971 it failed to cancel promptly or 
otherwise liquidate transactions in which customers pur- 

chased securities in special cash accounts and did not make 

full cash payment therefore within 7 days. 


5. Registrant willfully violated Section 17(a) of the Ex- 

change Act and Rules 17a-3 and 17a-5 thereunder, and will- 

fully aided and abetted by Rutherford, also willfully violated 
Rule 17a-4 thereunder, in that at various times between 
October 1970 and July 1971 it failed to make accurately | 
and keep current certain books and records; failed to pre- 
serve blotters showing the receipt and delivery of securities; 

and filed an annual financial statement which was certified 

by an accounting firm lacking the requisite independence. 


6. Registrant, willfully aided and abetted by Rutherford, 
willfully violated Sections 15(b) and 17(a) of the Exchange 
Act and Rule 15b3-1 thereunder from January 23, 1970 to 
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January 4, 1972, in that registrant failed to file promptly an 
amendment to its registration form reflecting material 
changes in its capitalization and personnel. 


7. Registrant and Delbert M. Rutherford failed to reasonably 
supervise other persons subject to their supervision with a 
view to preventing the above violations. 


The offer of settlement provides that registrant's broker- 
dealer registration may be suspended for 90 days and that 
Rutherford may be suspended from association with any 
broker-dealer for the same period, during which they will 
not engage in any securities transactions including trans- 
actions in exempt securities. The offer further provides that 
upon its acceptance registrant would file a withdrawal of its 
registration to become effective upon the expiration of the 
suspension period. 


In view of the foregoing it is appropriate in the public inter- 
est to impose the sanctions specified in the offer of settle- 
ment. 


Accordingly, 1T 1S ORDERED that, subject to the conditions 
described above, the registration as a broker and dealer of 
Benjamin Lewis & Co., be, and it hereby is, suspended for 

90 days and that Delbert M. Rutherford be, and he hereby is, 
suspended from association with any broker or dealer for 

the same period. Such suspensions are to commence with the 
opening of business on September 24, 1973. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1 The findings are binding only upon the above-captioned 
respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10381/September 12, 1973 


See Securities Act Release No. 5420/September 12, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10382/September 12, 1973 


See Securities Act Release No. 5421/September 12, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10383/September 11, 1973 


CONCLUSIONS OF THE SECURITIES AND EXCHANGE 
COMMISSION WITH RESPECT TO COMMISSION RATES 


The Securities and Exchange Commission announced today 
its unanimous conclusions concerning the commission rate 
proposals of both the New York Stock Exchange, Inc. 
(NYSE ) and the PBW Stock Exchange, Inc. ( PBW ), 
which were the subject of a recent public investigatory hear- 


ing. 1/ Because of their importance to public investors,the 
national economy and the securities industry, the Com- 
mission has determined to announce its views immediately 
and publish shortly its letter to the exchanges embodying 
the reasons for its conclusions. 


New York Stock Exchange Proposals 


The NYSE has proposed to increase its fixed commission 
rates by 10 percent on orders ranging in size from $100 

to $5,000, and by 15 percent on orders ranging in size from 
$5,001 to $300,000. The Commission today stated its con- 
clusions that: 


(1) It will not object if the NYSE immediately should adopt 
the proposed rate increase effective through March 31, 1974; 


(2) It will not object to the continuation of such a rate in- 
crease from April 1, 1974, through April 30, 1975, if the 
NYSE should first adopt rules, effective by or before April 
1, 1974, which (a) eliminated that portion of NYSE Rule 
383 prohibiting member firms from charging their customers 
commission rates exceeding the NYSE’s commission rate 
schedule, and (b) permit, but do not require, member firms 
to provide less than a full range of brokerage services pre- 
sently furnished customers in return for discounts of up to 
10 percent from the commission rate schedule referred to 
in subparagraph (1), above; 


(3) It will act promptly to terminate the fixing of com- 
mission rates by stock exchanges after April 30, 1975, if the 
stock exchanges do not adopt rule changes achieving that 
result; and 


(4) It will not initiate in April, 1974, a breakpoint reduction 
below $300,000 respecting the portion of orders above 
which rates may be competitively determined. 


PBW Stock Exchange Proposal 


The PBW has proposed rule changes which would permit 
its members to offer investors a 14-day round-trip com- 
mission rate--that is, the grant of a 50 percent reduction in 
the commissions charged on the second transaction (either 
an offsetting sale or purchase) executed within 14 days of 

a purchase or a sale of the same security. 2/ The Com- 
mission has concluded that it will object to the implementa- 
tion of this round-trip commission rate proposal. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1 See Securities Exchange Act Release No. 10206 
(June 6, 1973); Securities Exchange Act Release Nos.10245 
(June 28, 1973) and 10337 (Aug. 10, 1973). 


2 See Securities Exchange Act Release No. 10245 (June 
28, 1973). 
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Admin. Proc. File No. 3-4222 


In the Matter of 
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G. L. EQUITIES CORP. 
79 Wall Street 

New York, New York 
(8-15335) 


M. J. MANCHESTER & CO., INC. 
221 West 57th Street 

New York, New York 

(8-14311) 


GEORGE C. BERGLEITNER, JR. 
FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act and Section 10(b) of the 
Securities Investor Protection Act of 1970, G. L. Equities 
Corp., M. J. Manchester & Co., Inc., both registered bro- 
ker-dealers, and George C. Bergleitner, Jr., Chairman of the 
Board of G. L. Equities and formerly a principal at Man- 
chester, failed to file answers as directed by the order for 
proceedings. Under Rule 7(e) of the Commission s Rules of 
Practice, respondents are deemed to be in default and the 
proceedings may be determined against them upon considera- 
tion of the order for proceedings, the allegations of which 
may be deemed to be true as to them. 


On the basis of the allegations of the order for proceedings, 
it is found that: 1/ 


1. During the period from about August 1972 to about 
September 1972, G. L. Equities willfully violated and Ber- 
gleitner willfully aided and abetted in the violations of Sec- 
tion 15(c) (3) of the Exchange Act and Rule 15c3-1 there- 
under, in that G. L. Equities effected securities transactions 
when its aggregate indebtedness to all other persons ex- 
ceeded 2, per centum of its net capital and it did not 
have and maintain net capital of not less than $5,000. 


2. During the period from about December 5, 1970 to Feb- 
ruary 5, 1971, Manchester willfully violated and Bergleitner 
willfully aided and abetted in the violation of Section 17 (a) 
of the Exchange Act and Rule 17a-5 thereunder in that Man- 
chester failed to file its 1970 report of financial condition 
duly certified within the required time. 


3. Manchester and Bergleitner have been permanently en- 
joined by consent from further violations of Sections 10(b), 
15(c) (3) and 17(a) of the Exchange Act and Rules 10b-5, 
15c3-1 and 17a-5 thereunder. 


4. G. L. Equities and Bergleitner have been permanently en- 
joined by consent from further violation of Section 15(c) (3) 
of the Exchange Act and Rule 15c3-1 thereunder and pur- 
suant to the Securities Investor Protection Act a trustee has 
been appointed for G. L. Equities. 


In view of the foregoing it is in the public interest to revoke 
the registrations of G. L. Equities and Manchester and to 
bar Bergleitner from association with any broker or dealer. 


Accordingly, 1T IS ORDERED that the registrations as bro- 
kers and dealers of G. L. Equities Corp. and M. J. Manchester 
& Co., Inc.be, and they hereby are, revoked, and that 

George C. Bergleitner, Jr., be, and he hereby is, barred from 
association with any broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
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pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1 The findings are binding only upon the above-captioned 
respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10385/September 12, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 

of 1934 ("Exchange Act") the temporary suspension of 
over-the-counter trading for a ten-day period commencing 

at 11:45 A. M. (EDT) on September 12, 1973 and termina- 
ting at midnight (EDT) on September 21, 1973 of the securi- 
ties of the following issuers which have failed to file with 
the Commission the indicated reports: 


FAIM Information Services, Inc. located in Melville, New 
York (10-K annual report for 1972 and 10-Q quarterly re- 
ports for 1972 and 1973); and North American Building 
Technology, Inc. located in Palm Springs, California (10-K 
annual reports for 1972 and 1973 and 10-Q quarterly re- 
ports for the last quarter of 1971, all of 1972 and 1973). } 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 





Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 

Act, at the termination of the trading suspension no quota- 
tion may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker or | 
dealer has any questions as to whether or not he has com- ' 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Division of Enforce- 
ment in Washington, D. C. If any broker or dealer is uncer- 
tain as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 

met. If any broker or dealer enters any quotation which is } 
in violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10386/September 13, 1973 


' 


The Securities and Exchange Commission has issued notices 
giving interested persons until September 26 to request a 
hearing upon applications of the following exchanges for un- 
listed trading privileges in the common stocks of the speci- 
fied companies: 





or 


Boston Stock Exchange 
ICN Pharmaceuticals, Inc. 
Merrill Lynch & Co., Inc. 
Motorola, Inc. 


Pacific Stock Exchange, Inc. 
Esmark, Inc. 


PBW Stock Exchange, Inc. 

Banister Continental Ltd. (Alberta) 
Esmark, Inc. 

First International Bankshares, Inc. 
Houston Oil & Minerals Corp. 
International Systems & Controls Corp. 
King Radio Corp. 

MGIC Investment Corp. 

Merrill Lynch & Co., Inc. 
Motorola, Inc. 

Reserve Oil & Gas co. 
Teleprompter Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10387/September 14, 1973 


Admin. Proc. File No. 3-4233 
In the Matter of 


WALSTON & CO., INC. 
77 Water Street 

New York, New York 
(8-4824) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


Walston & Co., Inc., a registered broker-dealer ("registrant") 
and a respondent in these proceedings pursuant to Sections 
15(b), 15A and 19(a) (3) of the Securities Exchange Act, 
has submitted an offer of settlement. Without admitting or 
denying the allegations of the order for proceedings, regis- 
trant consents to findings of violations as alleged in that 
order.1/ and to the imposition of specified remedial sanc- 
tions. 


On the recommendation of its staff, the Commission deter- 
mined to accept the offer. 


On the basis of the order for proceedings and registrant's 
consent it is found that at various times during the period 
from about January 1 to September 30, 1969 registrant 
willfully violated or willfully aided and abetted violations 

of Sections 5(b), 5(c) and 17(a) of the Securities Act and 
Section 10(b) of the Securities Exchange Act and Rule 10b- 
5 thereunder. In particular registrant offered to sell shares of 
the common stock of Chemtrust Industries ( CT! ) when no 
registration statement had been filed as to said securities pur- 
suant to the Securities Act; caused such securities to be car- 
ried through the mails for the purpose of sale without being 
accompanied or preceded by a prospectus which met the re- 
quirements of Section 10(b) of the Securities Act? and made 
misrepresentations concerning a prospective rise in the price 
and a split of the CTI stock, its listing on a national stock ex- 
change, a prospective merger of another corporation with 
CTI, a comparison of the future market price of CTI stock 
with other stocks which recently rose dramatically, and re- 
gistrant s efforts to sell CTI stock. 2/ 


In connection with the offer the Commission considered in 
mitigation that registrant intends to cease litigation issues of 
substantive liability in the case of Shifrin v. Walston (Civil 
No. 71-909), a class action now pending in the United States 
District Court for the District of Oregon on behalf of all pur- 
chasers between December 1, 1968 and August 30, 1969 of 
CTI common stock from registrant s Chicago office as a re- 
sult of solicitations or sales by a certain salesman. As to the 
claims there asserted under Oregon law and the class defined 
by the court, registrant will accept liability toward that 

class on the aforesaid claim and will proceed with diligence 
to a fair and reasonable ascertainment and payment to each 
qualified class member of his legally recoverable claim for 
restitution or damage in accordance with law, reserving how- 
ever registrant's right to assert any valid defenses as against 
particular individuals as distinguished from the class. 


Registrant consents to the entry of an order censuring it and 
suspending for two weeks the over-the-counter trading acti- 
vities of its Chicago branch office, but only with respect to 
personnel headquartered there at 111 West Jackson Boule- 
vard as of July 2, 1973. During such suspension registrant 
may not, through such personnel, solicit any transactions 

in the over-the-counter market with respect to common or 
preferred stocks, or warrants therefor, or convertible deben- 
tures, but may accept unsolicited sales or purchase orders 
for such securities. In connection with its consent, registrant 
has agreed to contribute, to a donee under a plan approved 
by the Commission staff, the gross commissions earned and 
received on the unsolicited over-the-counter transactions 
permitted the branch office during the suspension period. 
The foregoing suspension shall not apply to, nor shall the 
foregoing contribution include commissions earned on trans- 
actions in exempt securities, or securities of mutual funds, or 
transactions of registrant s bond department or solicitations 
or purchases made by a prospectus issued in a public offer- 
ing duly registered under the Securities Act of 1933. 


In view of the foregoing, it is appropriate in the public inter- 
est to impose the sanctions specified in the offer of settlement. 


Accordingly, |1T IS ORDERED that Walston & Co., Inc. be, 
and it hereby is, censured and that, as provided above, over- 
the-counter trading in its Chicago branch office be, and it 
hereby is, suspended for two weeks commencing October 1, 
1973. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A.. Fitzsimmons 
Secretary 


1 Respondent's consent is solely for the purpose of these 
proceedings and any others pursuant to Sections 15(b), 15A 
and 19(a) (3) of the Securities Exchange Act, Section 10(b) 
of the Securities Investor Protection Act, Sections 203(e) 
and 203(f) of the Investment Advisers Act, and Section 9(b) 
of the Investment Company Act. 


2 These findings bind only registrant and are not binding on 
any other respondent named in the order for proceedings. 
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Rel. No. 10388/September 12, 1973 


NOTICE OF INTERPRETATION OF MARKET IDENTI- 
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FICATION REQUIREMENTS OF RULE 17a-15 UNDER 
THE SECURITIES EXCHANGE ACT OF 1934. 


The Securities and Exchange Commission has announced an 
interpretation of the market designation requirements of 
Rule 17a-15 under the Securities Exchange Act of 1934 

(the "Rule'). 1/ The Rule provides for the reporting of prices 
and volume of completed transactions in listed securities. 
Paragraph (b) of the Rule states that each such compo- 

site tape or interrogation system, in displaying last sale re- 
ports, shall identify the marketplace where such transaction 
was executed. 


The Commission has determined that any interrogation de- 
vice shall be deemed to comply with the Rule if it is capable 
of reporting: 


1. the last sale in any given security, regardless of market 
center in which it takes place and whether or not that 
market center is identified; and 


2. the last sale price in each market center in which such 
security is traded, upon specific inquiry for each such 


market center's last sale information as to that security. 


If interrogation devices are capable of meeting both these 
requirements, the viewer will be able to see the last sale re- 
ported on the consolidated tape and know the current price 
level, as well as the present trend, if any. In addition, by 
selectively querying each market, he will be able to see the 
last price in all of the market centers where that security is 
traded. Although ideally an interrogation device should be 
capable of arraying and identifying simultaneously the last 
sale in each market center for a given security, the use of 
display units able to provide the same information, albeit in 
a less convenient manner, would not be inconsistent with 
the basic objective of the Rule. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1 Notice of the adoption of Rule 17a-15 was given in Securi- 
ties Exchange Act Release No. 9850 (November 8, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10389/September 12, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act of 
1934 the temporary suspension of over-the-counter trading 
in the common stock of Diversified Earth Sciences, Inc., of 
Los Angeles, California, for the ten-day period commencing 
at 11:45 a. m. (EDT) September 12, 1973 and terminating 
at midnight (EDT) September 21, 1973. 


The suspension was requested by the company because of 
the lack of accurate public information about the company s 
financial condition. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 
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Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all of 
the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer en- 
ters any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement ac- 
tion. 





SECURITIES EXCHANGE ACT OF 1934 i 
Release No. 10390/September 12, 1973 


The Securities and Exchange Commission announced today 
that over-the-counter trading in the securities of Franz 
Hubinger A. G. Inc., a Delaware corporation, 229 South | 
State Street, Dover, Delaware, will be temporarily suspended 
for a ten-day period commencing at 3:00 p. m. (EDT) Sep- 
tember 12, 1973 and continuing through September 21, 

1973. ' 


The suspension was initiated because of the unavailability 
of current, adequate and accurate information concerning 
the company, its operations and financial condition. On 
August 22, 1973, Franz Hubinger, president and a control- 
ling shareholder of the company, and others filed a lawsuit 
against the company and others alleging that a purported 
Rule 133 merger between Mark Slade Inc., a public com- 
pany, and private European companies effected in Decem- 
ber 1972 did not comply with the requirements of the Rule 
under the Securities Act of 1933. It was further alleged in 
the private lawsuit that the resultant company merged with 
Franz Hubinger A. G. Inc., a newly created Delaware cor- 
poration, in March 1973. If this lawsuit is successful, the 
effects would materially affect the corporate structure, fin- 
ancial condition and business operations of Franz Hubinger 
A. G. Inc. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 

the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. i 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 

is certain that all of its provisions have been met. If any bro- 
ker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10391/September 13, 1973 


INTERPRETATION OF "AFFILIATED PERSON" UN- 
DER EXCHANGE ACT RULE 19b-2 


The Securities and Exchange Commission today announced 
that it has sent the following letter to the New York Stock 
Exchange in response to the Exchange's proposed interpreta- 
tion of the term “affiliated person" as used in Securities 
Exchange Act Rule 19b-2 and Exchange Rule 318: 


The New York Stock Exchange 
Eleven Wall Street 
New York, New York 10005 


Attention: David D. Huntoon 


Re: Proposed Interpretation of the Term "Affiliated 
Person 


Gentlemen: 


This is in further response to yoyr letter of May 31, 1973 
enclosing for our goncurrence a significant interpreta- 
tion ofthe term affiliated person , as that term is used in 
Securities Exchange Act Rule 19b-2 and NYSE Rule 318. 
While our letter of June 1, 1973 indicated that we had no 
objection to your issuance of the proposed interpretation 
as of that date, pending our consideration of its appro- 
priateness, it also indicated that, because of the importance 
of this interpretation, we would solicit public comments 
thereon. We further stated that it might be necessary to re- 
vise the proposed interpretation as a result of our conclu- 
sions after further consideration of the interpretation and 
any comments received. We have received comments from 
thirteen persons and organizations representing various sec- 
tors of the investment community expressing diverse views 
regarding the appropriateness of the interpretation. Our 
conclusions, based on our consideration of the comments 
received and our view of the purposes of Rule 19b-2, as ex- 
pressed in Securities Exchange Act Release No. 9950 (Jan- 
uary 16, 1973), are set forth below. 


The proposed interpretation delineates certain circumstances 


under which the term "affiliated person" would include an 
institutional account over which a money manager exercises 
investment discretion. Rule 19b-2, clause (b) provides, in 
part, that an “affiliated person” of a member shall include: 


"(1) any person directly or indirectly controlling, control- 
led by or under common control with such member, 
whether by contractual arrangement or otherwise, 
provided that the right to exercise investment discre- 
tion with respect to an account, without more, shall 
not constitute control;..." 


Thus, under clause (b) (1), in order to find that a person is 
an _ affiliated person for purposes of Rule 19b-2 a finding 
of "control" must be made. NYSE Rule 318 contains iden- 
tical language. 


The NYSE's proposed interpretation would tind the existence 


of "control" in all cases where, in addition to having invest- 
ment discretion, a money manager, by contract or by fur- 
nishing additional services, has decreased the likelihood that 
his customer will dispense with his services in favor of those 
of another money manager on the basis of competitive mer- 
it alone. While in certain respects the NYSE s jnterpreta- 
tion is consistent with the competitive merit considera- 
tions which we enunciated in Release No. 9950, at pages 
152 and 153, the rigid approgch implicit in the interpreta- 
tion would deprive the term control of the flexibility 
which we intended it to have by giving rise to an irrebut- 
table presumption of control without regard to whether, in 
a particular case, control is actually present. 


The terms "affiliated person" and “control” were assigned 
by the Commission their traditional legal meanings , as in- 
dicated in Release No. 9950 at footnote 434 on page 152, 
and the NYSE should utilize those traditional meanings in 
applying Rule 19b-2 and its Rule 318. While it may be dif- 
ficult for securities exchanges to probe the relationships 
between customers and their money managers and other 
factual circumstances having a bearing on the question of 
control, denial of membership on an exchange is a serious 
matter and must be based on a careful review of all relevant 
facts and the particular circumstances of each case. At page 
8 of Release No. 9950 we stated that Rule 19b-2 “requires” 
exchanges "to make exchange membership available to any 
Person or entity, assuming minimum standards of financial 
responsibility and competency are met" and assu ming the 
availability of a seat, provided on/y that each member 
demonstrate his commitment to compete for the public's 
exchange securities business” [ emphasis supplied ]. This 
does not mean that each member must prove that persons 
for whom the member effected at least 80 percent of the 
value of its exchange securities transactions during the pre- 
ceding six months were not affiliates of the member. Rath- 
er, disclosure of the identify of a member's affiliates ( if 
any) and a showing that the required volume of transactions 
was for persons other than those affiliates satisfactorily dem- 
onstrates the requisite commitment of the public s business. 
A determination that a broker-dealer is not engaged in a 

public securities business as defined in Rule 19b-2 and 
Rule 318 must be bottomed on findings more substantial 
and more carefully tailored to particular situations that 
those envisaged by the NYSE s proposed interpretation. All 
exchanges should carefully formulate questions to be put to 
their memberships and to applicants for membership design- 
ed to uncover the identities of affiliates and the amount of 
business done for the accounts of those affiliates. The ex- 
changes power under their rules to compel disclosures 
which will reveal control relationships cannot be questioned. 
The burden of proof that a broker-dealer s claimed pub- 
lic business is in facta private business because of a con- 
trol relationship with its customer, however, must rest with 
the securities exchange which denies membership. 


An additional disagreement we have with the NYSE's inter- 
retation stems from its Premise that a money manager s 
control over an account can be determined without 

also determining that a money manager is in a control re- 

lationship with the persons who own the account or are 
charged with its care. It is difficult to conceive of a money 
management relationship which by itself so separates an ac- 
count from the persons whose account it is or those charged 
with its care that control over the account could be said to 

have passed to the money manager. We believe that such a 

situation generally could exist only where other factors 

clearly establish a money manager s control relationship 
with those persons sufficient to enable the money manager 


SEC DOCKET/429 





to direct their allocation of money management for the ac- 
count. Those ultimately responsible for an account are le- 
gally entitled, and, indeed, are obliged, to make such disposi- 
tion of the funds constituting the account as they deem ap- 
propriate. No money management agreement, whatever its 
terms may be, can deprive such ultimately responsible per- 
sons of that right or relieve them of that duty. At page 153 
of Release No. 9950 we noted that whether an adviser with 
mere discretionary authority over an account was a broker, 


an insurance company or a bank, he was subject to discharge 


by whoever is ultimately in control of the account. We also 
noted that if the element of competition for the account s 
business was present and the money manager had no auth- 
ority in the selection or retention of a money manager, that 
account should not be considered a captive or controlled 
advisory account. In the words of Release No. 9950, at 
page 152, it is the receipt of business because of an identity 
of interest between the broker and his customer that re- 
quires the business to be characterized as private, rather than 
public. In this context, the person owning or ultimately re- 
sponsible for the account, not the account itself, is the cus- 
tomer. 


A transaction executed by a broker-dealer subsidiary of an 
insurance company, for example, for an account of its pa- 
rent - - consisting of the parent s assets invested for its sole 
benefit - - is clearly executed for an affiliated person and 
does not qualify as public securities business. A transaction 
executed for a corporation s pension fund account managed 
by that insurance company parent, however, should qualify 
as public business absent other circumstances evidencing a 
control relationship between the insurance company and 
the trustees of the pension fund or the corporation ( in the 
event the pension fund's trustees are deemed affiliates of 
the corporation). As we stated in Release No. 9950 at pages 
155 and 156: 


"Where the insurance company, or its subsidiary, is 
simply managing and investing pension fund assets 
without any other indicia of control, as is typically 
the case with a separate account, we would consider 
transactions executed on an exchange for the account 
by the insurer's affiliated member to be public busi- 
ness.... 


The NYSE's interpretation would make ready and inexpen- 
sive mobility of an account the definitive test of whether a 
control relationship exists between the money manager and 
the person owning or charged with custody of that account. 
Mobility of a managed account is, of course, an evidentiary 
factor to be considered in determining whether a control re- 


lationship exists between a money manager and his customer, 


but the customer must be allowed sufficient latitude to ex- 


change easy mobility of the account for economical packages 


of money management, brokerage and other services. Con- 
tractual impediments to mobility ( e. g., notice periods prior 
to cancellation, liquidated damages, termination or increase 
in price of other services) do not by themselves, except in 
extreme cases, demonstrate either conclusively or presump- 
tively that a control relationship between the parties exists. 


Similarly, the coupling of investment discretion over a cus- 
tomer s account with commercial banking, insurance or in- 
vestment banking services does not prove the existence of a 
control relationship, although it may be evidence of it, par- 
ticularly where it can be demonstrated that a mix of services 


provided to the customer at a particular price was not obtain- 


able from any other source. For example, the fact that a 
bank may provide various banking seryices to a corporation 
in addition to managing its employees profit-sharing plan is 
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not a sufficient basis for concluding that a control relation- 
ship exists between them. Moreover, the fact that an in- 
surance company may write group life insurance for a cor- 
poration in addition to managing its employees pension 
fund would be unlikely to affect the corporation s desire to 
seek the best available performance, consistent with the 
most economical cost of management, for its pension fund. 


Certainly state law to the effect that "separate accounts’ of 
an insurance company are to be deemed property of that 
insurance company has little, if anything, to do with wheth- 
er the persons beneficially interested in or ultimately res- 
ponsible for such accounts are in a control relationship 
with the insurance company. While many states have adopt- 


ed statutes under which separate accounts legally are deemed 


to be the property of insurance companies (for purposes 
quite different from those governing qualification for ex- 
change membership), such laws do not change the practical 
nature of these separate accounts whereby all gains and loss- 
es, as well as income, inure to the benefit of the account 
holder. Furthermore, these state statutes typically provide 
that the assets of separate accounts may not be used to sat- 
isfy the obligations of the insurance company. Even more 
significantly, the technical ownership of the funds by the 


insurer does not, as a practical matter, restrict their mobility. 


Thus, such laws cannot be said to constitute a realistic in- 
dex of control sufficient to overecine our view that for pur- 
poses of Rule 19b-2 separate accounts of insurance com- 
panies are essentially public business. To assert the exist- 
ence of affiliation under such circumstances would appear 
to contravene the conclusion articulated in Release No. 
9950 that separate accounts of insurance companies would 
be considered to be public business, absent a showing of 
other indicia of control. As stated by the Supreme Court in 
Rochester Telephone Corp. v. United States, 307 U.S. 125, 
145 (1939): ... control cannot be determined by artifi- 
cial tests but is an issue of fact to be determined by the 
special circumstances of each case. 


In light of the foregoing, it appears that none of the hypothe- 


tical cases submitted by the NYSE set forth facts sufficient 
to support a predetermined finding of control by a money 
manager over the persons owning or charged with custody 
ofa pension fund or trust. Thus, it does not appear that the 
NYSE s proposed interpretation is in accord with the intent 
of Rule 19b-2 and the interpretation therefore should be 
promptly withdrawn. While the Commission encourages the 


NYSE to publish new hypothetical situations which illustrate 


cases in which the NYSE believes that facts will require it to 
find that a control relationship exists, such hypotheticals 


should be drawn with the principles set forth above in mind. 


Such hypotheticals, of course, as significant interpretations, 
should be submitted to the Commission for its review prior 
to their circulation. 


The Commission, in promulgating Rule 19b-2, of course, 
stressed the experimental nature of its policymaking endea- 
vors, thus leaving open the possibility that changes in the 
rule might be appropriate after necessary experience with 
the rule has been obtained. The interpretations you have 
furnished would effect significant changes in the concept of 
the term "affiliated person" bringing the scope of that term 
closer to the formulation utilized by two Congressional sub- 
committees in drafting new legislation. As you know, we 
have advised the Congress that its approach - - which would 
preclude any exchange member from executing transactions 
for any institutional account the member manages - - re- 
flects a valid legislative resolution of the issues involved. As 
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As 


a matter of administrative policymaking, however, we did 
not believe we should adopt that approach without first ob- 
taining some practical experience with a somewhat more 
gradual formulation. 


The Commission has no further comment at this time. 
Sincerely yours, 


Ray Garrett, Jr. 
Chairman 





The Exchange's proposed interpretation, which was enclosed 
with a letter to the Commission dated May 31, 1973, is 
attached to this release as Exhibit 1. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





EXHIBIT 1 
May 31, 1973 


Mr. John Liftin 

Associate Director 

Division of Market Regulation 
Securities and Exchange Commission 
Washington, D. C. 20549 


Dear Mr. Liftin: 


In SEC Release No. 9950, the Commission stated that it ex- 
pected national securities exchanges to discuss in advance 
significant interpretations of the rule adopted by them pur- 
suant to Rule 19b-2. The interpretation which is the sub- 
ject of this letter is significant because the dollar value of 
transactions involved. 


The definition of "affiliated person” in Exchange Rule 318, 
adopted pursuant to SEC Rule 19b-2 includes the follow- 
ing language: 


"any person directly or indirectly controlling, controlled 
by or under common control with the member or mem- 
ber organization, whether by contractual arrangement or 
otherwise, provided that the right to exercise investment 
discretion with respect to an account, without more, shall 
not constitute control; 


The Exchange intends to issue a circular containing the at- 
tached language. We would appreciate your concurrence 
that this interpretation is consistent with SEC Rule 19b-2. 


Questions regarding this matter may be directed to 
David D. Huntoon at (212) 623-5253. 


Very truly yours, 


James E. Buck 
Secretary 
THE NEW YORK STOCK EXCHANGE 





INTERPRETATION OF RULE 318 


Under the existing definition of "affiliated person", the Ex- 
change has determined that for an account not to be con- 
sidered to be in a control relationship with the person hold- 
ing the investment discretion, the conferring of such discre- 
tion must be based on competitive merit and may not be 
the result of or incidental to other circumstances or rela- 
tionships. Among other circumstances and relationships 
which are considered to constitute such a control relation- 
ship for the purposes of Rule 318 are: 


(1) Investment discretion is given pursuant to a 
contract or agreement which can be cancelled 
only on notice of more than 30 days. 


(2 


— 


Investment discretion is given pursuant to a 
contract or agreemeht which provides for a penalty 
upon termination. 


(3 


— 


Investment discretion cannot be cancelled without 
the incurrence of substantial expense or hardship. 


(4 


~— 


Investment discretion is part of a more extensive 
relationship which includes providing other services 
to a substantial degree, including, but not limited 
to, commercial banking, insurance and investment 
banking. 

(5) The account is a so-called "separate account” 
managed by an insurance company which exercises 
investment discretion and under applicable law 

the securities in the account are the property 

of the insurance company. 


The following examples may serve to illustrate this interpre- 


tation. 


{1) The portfolio of a pension fund is managed by an 
investment manager which has discretion over the 
account. The discretion may be cancelled at any 
time on receipt by the investment manager from 
the fund of written notice without the payment 
of any penalty of any sort. Neither the invest- 
ment manager nor the pension fund have any other 
relationship which might constitute control. The 
pension fund is not considered to be controlled 
by the investment manager, and is not an “affiliated 
person of the investment manager. 


(2 


~— 


The circumstances are the same as in (1) above, 
except that the investment discretion is given by 
a contract which may be:cancelled only on notice 
which must be given at least 90 days prior to the 
effective date of cancellation. The pension fund 
is considered to be controlled by the investment 
manager and is an “affiliated person" of the in- 
vestment manager. 


(3 


~— 


A pension fund is managed by an insurance company 
asa separate account and the insurance company has 
investment discretion over the account. The agree- 
ment between the pension fund and the insurance 
company provides that investment discretion may 

be cancelled upon 30 days written notice, but that 

in the event of such cancellation a substantial cash 
penalty must be paid. The pension fund is con- 

sidered to be controlled by the insurance company 
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and is an “affiliated person" of the insurance 
company, even though under applicable law the 
securities in the separate account are not 
considered to be the property of the insurance 
company. 


(4 


— 


A charitable trust is managed by an investment 
manager which exercises investment discretion 
over the trust account. The discretion may be 
cancelled at any time by the trustees (who have 
no other relationship with the investment manager) 
upon written notice, without penalty. However, 
the investment manager also provides office space, 
clerical support, telephones and other services 
which are necessary to the trust. In order to 
cancel the investment discretion, the trustees 
would have to find other quarters and arrange for 
clerical, telephone and other essential services. 
The trust is considered to be controlled by the 
investment manager, and is an “affiliated person" 
of the manager. 


(5 


— 


A pension or profit sharing trust established by the 
X corporation is managed by an investment manager 
which holds investment discretion over the trust ac- 
count. The discretion may be cancelled forthwith at 
any time by the trustees without penalty. The parent 
of the investment advisor is a bank holding company 
which has as another of its subsidiaries the principal 
commercial bank servicing the X corporation. The 
trustees of the trust are officers and/or employees 

of the X corporation. Under these circumstances,the 
trust will be considered to be in a control relation- 
ship with the investment manager and an affiliated 
person of the manager. 


(6 


— 


A pension or profit sharing trust established by the 

X corporation is managed by an investment manager 

which holds investment discretion over the trust ac- 

count. The discretion may be cancelled forthwith at 

any time by the trustees without penalty. The invest- 

ment manager is also an investment banker and has 

traditionally been a managing underwriter of securities 

issued by X corporation. The trustees of the trust are 

officers and/or employees of X corporation. Under 

these circumstances, the trust will be considered to 

controlled by the investment manager and an 

affiliated person of the manager. 

(7) A pension or profit sharing trust established by the 

X corporation is managed by an insurance company 

asa separate account and the insurance company 

holds investment discretion over the trust account. The 

discretion may be cancelled forthwith at any time by 

the trustees without penalty. The account of the trust 

is operated as a "separate account" by the insurance 

company. The insurance company provides substantial 

insurance coverage to X corporation. The trustees 

of the trust are officers and/or employees of 

X corporation. Under these circumstances, the 

trust will be considered to be controlled by 

the insurance company and an "affiliated person" 

of the insurance company, even though under applic- 

able state law the securities in the "separate account 

are not considered to be the property of the insurance 

company. 

(8) A pension or profit sharing trust is managed by an 

insurance company which holds investment discretion 
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over the trust account. The discretion may be can- 
celled forthwith at any time by the trustees without 
penalty. The trust account is operated as a "separate 
account” by the insurance company. Under applicable 

law the securities held in the "separate account’ are 
considered the property of the insurance company 

which operates the. separate account. . Under these 
circumstances, the separate account is considered to 
be an affiliated person of the insurance company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10392/September 14, 1973 


NOTICE OF PROPOSED AMENDMENTS TO FORM 
X-17A-5 - ANNUAL REPORT OF MEMBERS, BROKERS 
AND DEALERS (S7-496) 


In view of developments in the securities industry since 
1967 which have affected the auditing and regulation of bro- 
kers and dealers the Commission today announced a pro- 
posal to amend Form X-17A-5, the annual report of mem- 
bers, brokers and dealers pursuant to Section 17(a) of the 
Securities Exchange Act of 1934 and Rule 17a-5 thereunder. 
The principal proposed amendments are intended to revise 
and improve the content of the annual report and the audit 
requirements by: 


1. Requiring separate reporting of certain amounts given 
specific consideration in the computation of the reserve re- 
quirement prescribed by Rule 15c3-3 and a schedule setting 
forth such computation at the financial statement date. 


2. Requiring separate reporting under Question 4E of bal- 
ances with clearing organizations representing securities bor- 
rowed or failed to deliver and securities loaned or failed to 
receive. 


3. Changing the reporting requirements of Question 6-Cus- 
tomers Security Accounts as follows: 


(a) Question 6A - Cash Accounts - from reporting ac- 
counts which are “current” within the meaning of | 
Section 4(c) of Regulation TL to reporting such 
accounts as being governed by Section 4(c) of Re- 
gulation T. 

(b) A new Question 6H for reporting fully paid securities 

borrowed from customers pursuant to specific written 

agreement. 

(c) A new Question 6! to report the allowance for cus- 

tomers accounts doubtful of collection by class of 

accounts. 


4. Claritying the Audit Requirements to indicate that (a) the 
scope of the review and tests of the accounting system, in- 
ternal accounting control and procedures for safeguarding 
securities shall be sufficient to provide reasonable assurance 
that any material inadequacies existing at the date of the ex- 
amination would be disclosed ;2/ (b) the report on the 
above review shall be filed concurrently with the report on 
Form X-17A-5; and, (c) if the review did not disclose any 
material inadequacies the accountant shall so report. 

5. Adding Items 10 and 11 to the Audit Requirements re- 
lating to review of compliance with: i 


(a) Section 4(c) of Regulation T 
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(b) Paragraphs (e) and (f) of Section 221.2 of Regulation 
U 


(c) The provisions of Rule 15c3-3 


6. Requiring separate disclosyre of amounts receivable from 
others for securities shipped free to such parties. 


In addition, a number of minor changes have been made to 
clarify existing requirements. 


The amendments are proposed to be adopted pursuant to the 
provisions of the Securities Exchange Act of 1934, particular- 
ly Sections 10(b), 15(c) (3), 17(a) and 23(a) thereof. 


The text of the proposed amendments to Form X-17A-5 are 
set forth below (additions are italicized, deletions bracketed): 


General Instruction B. 2 shall be amended to read as 
follows: 


2. The valuations of customers’ fully paid securities and ex- 
cess margin securities in respondent’s physical possession or 
control [segregation or safekeeping | need not be included 
in the answers. For the purpose of this questionnaire the 
terms “fully paid securities”, “excess margin securities” and 
“physical possession or control” shall have the meanings 
found in the applicable provisions of Rule 15c3-3. 


The following question in Part | of the Questionnaire would 
be amended to read as follows: 


Question 1 -- Bank Balances and Other Deposits 


State separately total of each kind of deposit (cash and/or 
market value of securities) with adequate description. This 
shall include cash on hand; cash in banks representing funds 
subject to immediate withdrawal; “Special Reserve Bank Ac- 
count for the Exclusive Benefit of Customers”; “Special Ac- 
count for the Exclusive Benefit of Customers”; cash in banks 
subject to withdrawal restrictions; cash and securities segre- 
gated pursuant [ funds segregated pursuant | to regulations 
of any agency of the Federal Government, any state, any 
national securities exchange or national securities associa- 
tion; contributions to clearing organizations incident to mem- 
bership; deposits with clearing organizations in connection 
with commitments; guaranty and margin deposits; 


good faith deposits (see Note 3 to Question 14); drafts with 
securities attached deposited for collection. 


NOTE: In support of the amount in the “Special Reserve 
Bank Account for the Exclusive Benefit of Customers” sub- 
mit a schedule of the computation required under Rule 
15c3-3(e) in the form prescribed in Exhibit A of Rule 15c3-3. 
The computation shall be as of the audit date and shall be 
accompanied by a reconciliation of the amounts set forth in 
the schedule with the amounts reported elsewhere in this 
Questionnaire. A schedule shall be submitted even though 
no deposit was required to be maintained as a result of the 
computation unless the member, broker or dealer is exempt 
from Rule 15c3-3 by any provision of paragraph (k) of that 
Rule. If the member, broker or dealer was not required to 
maintain a “Special Reserve Bank account for the Exclusive 
Benefit of Customers” because he was exempt from Rule 
15c3-3, a note shall so state. 


Question 4 - - Other Open Items With Brokers and Dealers 
Items A, B and Note 1 would be amended and Items E, F 
and Note 3 added as follows: 


State separately totals of ledger debit balances; ledger cre- 
dit balances; long security valuations; short security valua- 
tions, and classify as follows: 
A. Securities borrowed (i.e., amount to be received from 
others upon return to them of securities borrowed by res- 
pondent ): 

1. For settlement of customers’ transaction 


a. Short sales 
b. All other transactions 


2 8 settlement of accounts reportable under 8 or 
.B 


3. For settlement accounts reportable under 9.A, 10, 11 
and 12 


B. Securities failed to deliver (i.e., amount to be received 
from brokers and dealers upon delivery of securities sold 
by respondent): 

1. Customers’ securities 

2. Securities reportable under 8 or 9.B 

3. Securities reportable under 9.A, 10, 11 and 12 


C. Securities loaned (i.e., amount to be paid to others upon 
return of securities loaned by respondent): 


1. Customers’ securities 

2. Securities reportable under 8 or 9.B. 

3. Securities reportable under 9.A, 10, 11 and 12 
D. Securities failed to receive (i.e., amount to be paid to 
brokers and dealers upon receipt of securities purchased by 
respondent): 

1. For customers 

2. For accounts reportable under 8 or 9.B. 

3. For accounts reportable under 9.A., 10, 11 and 12: 


a. Sold at a date of report 
b. Unsold at date of report. 


E. Balances with clearing organizations ( representing secu- 
rities borrowed or failed to deliver; and securities loaned or 
failed to receive): 

1. For customers 


2. Securities reportable under Questions 8 and 9.B. 


3. Securities reportable under Questions 9.A., 10, 11 
and 12 


F. Free shipments (i.e., amount to be received from others 
for securities already sent to them not accompanied by docu- 
ments requiring payment upon delivery): 

NOTES: 


1. Where it is impractical or unduly expensive to allocate 
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all securities borrowed and \oaned and all securities failed to 
deliver and failed to receive to each category in A, B, C and 
D, proper allocation shall be made to the extent feasible and 
all other such [ credit ] /edger balances and [ short ] security 
valuations shall be reported under [ C. 1. and/or D. 1., ] 
items A.3, B.3., C.1, or D.1, respectively. 


2. State separately or in a footnote the totals of ledger debit 
balances; ledger credit balances; long security valuations; 


short security valuations, for transactions outstanding 30 cal- 


endar days or longer included in the answers to Question 
4.B (Securities Failed to Deliver); and Question 4.D. (Secu- 
rities Failed to Receive). The amounts reported for Question 
4.B shall be classified in accordance with the period that the 
transactions have been outstanding: 30 to 39 calendar days; 
40 to 49 calendar days; 50 to 59 calendar days; and 60 or 
more calendar days. 


3 Where it is impractical or unduly expensive to allocate 
the ledger balance to each category in E, a net amount may 
be reported and the balance shall be so indicated. Security 
valuations shall be a!/ocated to E.1, 2 and 3 to the extent 
feasible and all other such security valuations shall be re- 
ported under E. 7. 


The caption to Question 5 would be amended to read as 
follows: 


Question 5 -- Valuation of Securities and Spot (Cash) Com- 
modities in Box, 


Depositories, Transfer and Transit 


The present note would be redesignated Note 1 and the 
following Note 2 would be added: 


Notes: 1. Question 5 requires entries in short valuation 
column only. 


2. State separately or in a footnote the market value 
of securities which have been in transfer in excess of 40 cal- 
endar days and have not been confirmed to be in transfer by 
the transfer agent or the issuer during the 40 days. 


Question 6 -- Customers’ Security 


Items A, G and Note 1 would be amended and items H, | 
and Notes 6, 7, 8 and 9 would be added as follows: 


State separately totals of ledger debit balances; ledger credit 
balances; long security valuations; short security valuations 
and classify as follows: 

A. [ Bona fide ] Cash accounts (i.e., accounts governed by 
Section 4(c) of Regulation T of the Board of Governors of 
the Federal Reserve System) which have both unsettled 
money balances and positions in securities [ which are cur- 
rent within the meaning of Section 4(c) of Regulation T of 
the Board of Governors of the Federal Reserve System | : 


1. Accounts with debit balances 

2. Accounts with credit balances 
B. Secured Accounts: 

1. Accounts with debit balances 


2. Accounts with credit balances 
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C. Partly secured accounts (accounts liquidating to a de- 


ficit): 


: 


Accounts with debit balances 


2. Accounts with credit balances 


). Unsecured accounts. | 


E. Accounts with credit balances having open contractual 


commitments. 


F. Accounts with free credit balances 


[G. Fully paid securities not segregated. ] 


G. Excess Margin Securities and Fully Paid Securities Not 
in Possession or Control; 


1. 


Fully paid securities not in physical possession or con- 
trol and excess margin securities for which instruc- 
tions to place in physical possession or control had 
been issued and which are not in physical possession 
or control. 


Excess margin securities for which instructions to 
place in physical possession or control had not beei / 
issued. 


H. Fully paid securities borrowed from customers pursuant 
to specific written agreements 


|. Allowance for customers’ accounts doubtful of collection 


NOTES: 
[ 1. Cash accounts which are not "bona fide cash accounts" 


shall be reported under B, C, or D, as appropriate. | 


All unsecured cash accounts shall be reported under 
D and partly secured accounts deemed doubtful of 
collection shall be reported under C. 


State separately or in a footnote, description, quanti- 
ty, price and valuation of any specific security included | 
in the long security valuations at B.1 and C.1 and 

which exceeds 15 percent of the aggregate securities 
valuations reported at these two questions. 


State parenthetically or in a footnote the aggregate 
market valuation of fully paid securities reported un- 
der G.1 for which instructions to place in physical 
possession or control had not been issued. 


State separately or in a footnote the amount of secu- 
rities included under G.1 on the audit date which had 
not been reduced to possession or control within the 
time periods specified in the subparagraphs of Rule 
15c3-3(d) and indicate any subsequent disposition of 
such amounts. 


State separately or in a footnote the allocation of the 
allowance for customers’ accounts doubtful of col- 
lection to each of the several categories of customers’ 
debit balances. 


Question 8 -- Accounts of Officers and Directors " 


The note would be redesignated Note 1 and the Note 2 
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would be added: 


Notes: 1. \f an individual is both an officer and a director, 
classify the accounts under 8.A. 


2. All “excess margin” and “fully paid securities” of 
officers and directors shall be reported together and Notes 
7 and 8 to Question 6 shall not apply to this Question. 


Question 9 -- General Partners’ Individual Accounts 
A new Note 3 would be added as follows: 


Notes: 1. Total valuations of "exempted securities” reported 
in answer to Question 9.A shall be stated separate- 
ly. 


2. The noncapital accounts of partners other tha 
general partners shall be included either with customers ac- 
counts in the appropriate classifications of Question 6 and 
7 or, where applicable, in Question 12. 


3. All “excess margin” and “fully paid securities” 
shall be reported together and Notes 7 and 8 to Question 6 
shall not apply to this question. 


Question 10 -- Trading and Investment Accounts of Respon- 
dent 


A new note 4 would be added as follows: 


Notes: 1. Ledger balances may be combined with respect to 
all security accounts, and also with respect to all 
spot (cash) commodity accounts 


2. Treasury stock of respondent shall not be included 
hereunder. 


3. In the case of a sole proprietor, see General In- 
structions B.9. 


4. State separately or in a footnote short security 
valuations attributable to principal sales to customers inclu- 
ded in the answer to Question 10.A. 


Question 13, - Other Accounts, etc. 
This question would be amended to read as follows: 


State details (ledger balances, valuations of securities and 
spot (cash) commodities; status of future commodity posi- 
tions; and any other relevant information) of any accounts 
which have not been included in one of the answers to the 
above questions. These shall include: accounts for exchange 
memberships; furniture, fixtures, and other fixed assets; 
valuation reserves; funds provided or deposited by the res- 
pondent as margin in joint accounts; revenue stamps; divi- 
dends receivable, payable and unclaimed; floor brokerage 
receivable and payable, commissions receivable and payable, 
advances to salesmen and other employees; commodity 
difference account; goodwill; organization expense, prepaid 
expenses and deferred charges; liability reserves; mortgage 
payable; other liabilities and deferred credits; market value 
of securities borrowed (other than for delivery against cus- 
tomers sales) to the extent to which no equivalent value is 
paid or credited; drafts payable ( issued in settlement of 
customers’ credit balances); \ong security count difference 
valuations; and other accounts not specifically mentioned 
herein. 


Notes: 1. Any liability reported under this question secured 
by collateral in any form shall be identified by 
reference to the related collateral. 


2. State in a footnote (a) long security count differ- 
ence valuations and short security count difference valua- 
tions classified in accordance with the date of the physical 
count and verification pursuant to Rule 17a-5 or 17a-13 in 
which they were discovered, and (b) the value of long se- 
curity count differences sold and short security count 
differences bought-in to resolve differences since the last re- 
port on Form X-17A-5 classified in accordance with the 
date that the related differences were discovered. 


3. State in a footnote the number of securities in 
which there were long security count differences; the num- 
ber in which there were short security count differences; 
and the total number of securities in which there were posi- 
tions as of the audit date. 


4. State separately or in a footnote (a) the market 
value of stock dividends, stock splits and similar distribu- 
tions receivable outstanding over 3C calendar days, (b) mar- 
ket value of short security count difference valuations over 
30 calendar days old, and {c) ledger credit balances and 
short security valuations i; all suspense accounts over 30 
calendar days. 


Audit Requirements 


The introductory paragraph and Item 2 would be revised 
and Items 10 and 11 added as follows (bracketed words 
are deletions): 


The audit shall be made in accordance with generally accept- 
ed auditing standards and shall include a review of the ac- 
counting system, the internal accounting control and pro- 
cedures for safeguarding securities including appropriate 
tests thereof for the period since the prior examination 
date. The scope of such review and tests shall be sufficient 
to provide reasonable assurance that any material inadequa- 
cies existing at the date of the examination would be dis- 
closed. The audit [ \t ] shall include all procedures necessary 
under the circumstances to substantiate the assets and lia- 
bilities and securities and commodities positions as of the 
date of the responses to the financial questionnaire and to 
permit the expression of an opinion by the independent 
public accountant as to the financial condition of the res- 
pondent at that date. Based upon such audit, the accountant 
shall concurrently comment upon any material inadequacies 
found to exist in: (a) the accounting system; (b) the inter- 
nal accounting control; (c) procedures for safeguarding 
securities; and (d) the practices and procedures whose re- 
view is specified in Items 8, 9, 10 and 11 below; [ the 
practices and procedures employed in complying with Rule 
17a-13 and in the resolution of securities differences ] and 
shall indicate any corrective action taken or proposed. If 
the audit did not disclose any material inadequacies, the 
accountant shall so report. 


(2) Account for by physical examination and comparison 
with the books and records: all securities, including cus- 
tomers’ fully paid and excess margin securities [{ those held 
in segregation and safekeeping | ; material amounts of 
currency and tax stamps; warehouse receipts; and other 
assets on hand, in vault, in box or otherwise in physical pos- 
session. Control shall be maintained over such assets during 
the course of the physical examination and comparison. 
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(10) Review and test respondent's procedures relating to: 


(a) Compliance with the requirement for the prompt 
payment for securities pursuant to Section 4(c) of Regula- 
tion T of the Board of Governors of the Federal Reserve 
System; and, 


(b) Compliance with requirements as to hypothecation 
of customers’ and respondent's securities pursuant to Sec- 
tion 221.2(e) and (f) of Regulation U of the Board of 
Governors of the Federal Reserve System. 


(11) (a) Review the procedures followed in making the 
periodic computations and deposits required under the pro- 
visions of paragraph (e) and Exhibit A of Rule 15c3-3. 


(b) Review the procedures followed in obtaining and 
maintaining physical possession or control of all fully paid 
and excess margin securities of customers as required under 
the provisions of Rule 15c3-3. 


(c) If respondent is exempt from Rule 15c3-3, the in- 
dependent public accountant shall ascertain that the con- 
ditions of the exemption were being complied with as of 
the examination date and that no facts came to his attention 
to indicate that the exemption had not been complied with 
during the period. 


All interested persons are invited to submit their views and 
comments on the foregoing proposals to amend Form 
X-17A-5 to George A. Fitzsimmons, Secretary Securities 
and Exchange Commission, 500 North Capitol Street, N.W., 
Washington, D.C. 20549, on or before October 31, 1973. 
Such communications should refer to File No. S7-496. All 
such communications will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1 Regulation T. of the Board of Governors of the Federal 
Reserve System, 12 CFR 220.4(c). 


2 This change is necessary to clarify that the scope of the 
accountant's review required shall extend over the entire 
area of accounting control rather than be limited to the ex- 
tent necessary to provide a basis for reliance thereon and 
for the determination of the resultant extent of the tests 
to which auditing procedures are to be restricted”. See 
American Institute of Certified Public Accountants - State- 
ment on Auditing Standards 1, Codification of Auditing 
Standards and Procedures, particularly at 150.02. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18087/September 11, 1973 


In the Matter of 
DELMARVA POWER & LIGHT COMPANY 


Wilmington, Delaware 
(70-5377) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 


436/SEC DOCKET 








PAPER TO A DEALER IN COMMERCIAL PAPER OR 
PRIVATE INVESTORS; EXCEPTION FROM COMPETI- 
TIVE BIDDING 







Delmarva Power & Light Company ("Delmarva"), a regis- 
tered holding company and a public-utility company, has 
filed a declaration and amendment thereto with this Com- 
mission pursuant to Sections 6(a) and 7 of the Public Utili- 
ty Holding Company Act of 1935 ("Act") and Rule 50(a)(2) 
and 50(a) (5) (C) promulgated thereunder regarding the 
following proposed transactions. 






‘ 
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By order dated December 28, 1971 (Holding Company Act 
Release No. 17412), the Commission authorized Delmarva 
to make bank borrowings ( on unsecured short-term notes) 
and to issue and sell commercial paper, through December 
31, 1973, in an aggregate principal amount at any one time 
outstanding not to exceed $40,000,000. This order was 
later amended on July 24, 1972 (Holding Company Act 
Release No. 17655), at which time Delmarva was temporari- 
ly authorized to increase its sales of commercial paper to an 
aggregate principal amount at any one time outstanding 
not to exceed $50,000,000, until such time as the 
$30,000,000 First Mortgage and Collateral Trust Bonds, 

7 1/2% Series, due August 1, 2002, were successfully sold 
and the proceeds thereof made available to Delmarva. The 
order was further amended on March 20, 1973 (Holding 
Company Act Release No. 17910), at which time Delmarva 
was authorized to increase through July 31, 1974 its borrow- 
ings on notes up to an aggregate principal amount at any 
time not to exceed $56,000,000, with the notes issued and 
sold to banks aggregating not in excess of $16,500,000 out- 
standing at any one time. 


held on April 17, 1973, it obtained the required consent of 

the holders of preferred stock and common stock, each 

group voting separately as a class, to amend Delmarva s 
Certificate of Incorporation to liberalize the unsecured debt 
limitation to permit issuance, without further consent of 
preferred stockholders, of up to 20% of capitalization as 

long as no more than 10% of such indebtedness has maturi- 

ties of less than ten years. At the same meeting Delmarva 
obtained the consent of preferred stockholders to waive the ’ 
10% limitation on indebtedness with maturities of less than 

ten years, provided the total unsecured debt does not ex- 

ceed 20% of capitalization. 


Deimarva states that at its annual meeting of stockholders, 4 


Delmarva now proposes to issue, from time to time until 
December 31, 1974, short-term securities in an aggregate 
principal amount not to exceed $75,000,000 outstanding 

at any one time and to increase the portion of such notes 
which may be issued to banks and outstanding at any one 
time from $16,500,000 to $43,000,000. Such securities 

will be in the form of short-term notes issued to banks,or 
commercial paper issued to a dealer in such securities or is- 
sued directly to investors in commercial paper. Issues of com- 
mercial paper will be limited only to the extent that, when 
added to short-term notes to banks actually outstanding on 
the date of issuance, the total will not exceed $75,000,000. 
Delmarva requests that, for the period commencing on the 
date this declaration is permitted to become effective and 
ending on December 13, 1974, the exemptions from the 
provisions of Section 6(a) of the Act afforded to it by the 
first sentence of Section 6(b) thereof, relating to the sale of 
short-term notes, be increased from 5% to approximately 
16.5% of the principal amount and par value of the other 
securities of Delmarva at the time outstanding. ) 
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of 


Delmarva expects to borrow from the folowing banks up to 
the maximum amounts listed: 


Irving Trust Company, 


New York, N.Y. $ 5,000,000 
Wilmington Trust Company, 

Wilmington, Delaware 5,400,000 
Bank of Delaware, 

Wilmington, Delaware 3,500,000 
Farmers Bank of the State of Delaware 

Wilmington, Delaware 2,000,000 
Delaware Trust Company 

Wilmington, Delaware 1,800,000 
First National Bank of Maryland 

Salisbury and Baltimore, Maryland 5,300,000 

Total $23,000,000_ 


Delmarva will maintain average daily operating balances 
with each of the above banks, in the aggregate averaging 
approximately $2,000,000. These balances are part of Del- 
marva s normal operating funds. If such balances were main- 
tained solely to satisfy compensating balance requirements, 
the effective interest cost on such bank lines of credit when 
fully utilized, assuming a 9-3/4% prime rate, would be 
10.68% per annum. The proposed bank notes will be in the 
form of unsecured promissory notes bearing interest at the 
prime rate in effect at the lending bank at the date of issue 
and adjusted from time to time depending upon the re- 
quirements of the lender and subject to prepayment at Del- 
marva s option without premium or penalty. 


Although no firm arrangements have yet been made, Del- 
marva plans to establish additional bank lines aggregating 
$20,000,000 with certain major banks in New York, Phila- 
delphia and Chicago (as set forth below), which bank lines 
will be administered by Wilmington Trust Company for Del- 
marva. While it is not expected that a problem in refinanc- 
ing will occur, Delmarva states that establishment of these 
lines would be evidence of sound financial management and 
would tend to support the top credit rating presently assign- 
ed to Delmarva's commercial paper. 


Delmarva is contemplating establishing the following addi- 
tional bank lines of credit: 


Manufacturers Hanover Trust Company, 


New York, N.Y. $ 8,000,000 
Bankers Trust Company, 

New York, N.Y. 3,000,000 
Chemical Bank 

New York, N.Y. 3,000,000 
Philadelphia National Bank, 

Philadelphia, Pennsylvania 3,000,000 
Continental Illinois National Bank and Trust 

Company of Chicago, 

Chicago, Illinois 3,000,000 

Total 0 000 


Since Delmarva will not maintain operating balances in any 
of the banks referred to above, it will be required to pay a 
commitment fee of 1/2 of 1% per year on the unused amount 
of the bank lines per bank. When a bank line is in Use, the 
commitment fee will be discontinued and Delmarva will pay 
1% over the prime rate in effect at the lending bank. At the 
time a bank note is issued, Delmarva will not be required to 
maintain compensating balances with the lending bank. 

Since Delmarva states it does not anticipate use of these 

lines of credit, a commitment fee amounting to $100,000 


per year will be insurred and charged to the operating ex- 
penses of Delmarva. Delmarva feels the additional cost is 
justified by the flexibility in financing obtained through es- 
tablishment of this alternative source of credit. In the event 
the lines are used, the effective interest rate on the borrow- 
ings under this arrangement, assuming a 9-3/4% prime rate, 
could range from 10-3/4% when 100% of the lines are in 
use to approximately 12-1/4% when 25% of the lines are 

in use. 


These arrangements with banks, totalling up to $43,000,000 
in bank lines of credit, can be used to provide an alternative 
source of credit for somewhat in excess of 50% of Delmarva's 
total commercial paper at any one time outstanding. All of 
the bank loans will be evidenced by notes maturing not 

more than 180 days from the date of issuance and will bear 
interest at the rates described above in effect as of the dates 
the notes are executed. The notes may be prepaid at any time 
without penalty except that Delmarva may not prepay any 
note in whole or in part from the proceeds of any subsequent 
bank loan at a lower rate of interest. Repayment of bank 
loans may also be made out of the proceeds from the issu- 
ance and sale of short-term commercial paper. 


Delmarva further proposes to issue and sell, from time to 
time, commercial paper (in the form of short-term pro- 
missory notes payable to bearer and to mature not later 
than December 31, 1974), in the aggregate principal amount 
not to exceed $75,000,000 outstanding at any one time,to 
A. G. Becker & Co., Incorporated ("Becker"), a dealer in 
commercial paper. Such commercial paper will have vary- 
ing maturities of not more than 270 days after date of 

issue and will be issued and sold in varying denominations 
of not less than $50,000 nor more than $1,000,000 direct- 
ly to Becker, at a discount which will not be in excess of 

the discount rate per annum prevailing at the date of is- 
suance for commercial paper of comparable quality and 

like maturities sold to commercial paper dealers. No com- 
mercial paper notes will be issued having a maturity of 

more than 90 days at an effective interest cost which ex- 
ceeds the effective interest cost at which Delmarva could 
borrow from banks. No commission or fee will be payable 

in connection with the issue and sale of such netes. Becker, 
as principal, will reoffer such notes at a discount not to ex- 
ceed 1/8 of 1% per annum less than the prevailing discount 
rate available to Delmarva and in such manner as not to 
constitute a public offering. Such notes will be reoffered to 
customers identified and designated in a non-public list 
("Becker list") prepared in advance by Becker and furnished 
to the Commission either by Delmarva or directly by Becker. 
In accordance with the customary practices in the commercial 
paper market, commercial paper issued and sold by Delmarva 
will not be payable prior to maturity. It is anticipated that 
the commercial paper will be held by customers to maturity. 
However, if any commercial paper is repurchased by Becker 
pursuant to a verbal repurchase agreement, such paper will 
be reoffered only to others on the Becker list. However, 
prior to the final retirement of commercial paper borrow- 
ings certain of the notes having maturities earlier than 
December 31, 1974, the termination date of the effective 
period requested by this application, may be repaid at matu- 
rity through the application of proceeds from the issuance 
and sale of other commercial paper notes. 


Delmarva intends to appoint Irving Trust Company, New 
York, New York, agent for the purpose of holding in its 
custody short-term promissory notes of Delmarva, signing 
such notes and delivering them to Becker in connection 
with the issuance and sale thereof by Delmarva. 
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Delmarva also desires the privilege of placing said commercial 
paper in whole or in part directly with investors in com- 
mercial paper, without the assistance of a broker, in order 

to take advantage of special investment situations which may 
be available to it due to Delmarva s broadly based activities 
in the financial community. These direct placements 

could be with the trust departments of large commercial 
banks or with the investment departments of large insurance 
companies and would be in accordance with the terms and 
conditions of a master note agreement. Historically, the 
effective interest cost to the issuer of commercial paper 
placed directly has been lower than that placed through a 
dealer, and Delmarva feels that substantial interest costs 
could be saved for its customers and stockholders through 
direct p!acements. 


Such direct placements, if any, would be made among in- 
stitutions named in a list (non-public) identified and de- 
signated in advance by Delmarva and furnished to the Com- 
mission. Said list will supplement the Becker list, and both 
lists will in the aggregate comprise not in excess of 200 cus- 
tomers. 


It is stated the borrowings on unsecured bank loans and/or 
commercial paper, aggregating up to $75,000,000, will be 
used to finance, in part, Delmarva s construction program 
for the remainder of 1973 and all of 1974 (approximately 
$213,408,000). Delmarva proposes to repay such borrow- 
ings from the net proceeds of the sale of first mortgage 
bonds and/or equity securities prior to December 31,1974, 
a subject of future filings with this Commission. 


Delmarva requests exemption from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraphs (a) (5) and 

(a) (5) (C) thereof because: (i) the commercial paper to be 
issued thereunder will consist of short-term maturities of 
nine months or less; (ii) such commercial paper having a 
maturity of more than 90 days will not be sold except at 
effective interest costs which will not exceed the cost of 
borrowings from commercial banks; (iii) current rates for 
commercial paper for such prime borrowers as Delmarva are 
published daily in financial publications; and (iv) it is not 
practical to invite competitive bids for commercial paper. 
Delmarva also requests authority to file certificates of noti- 
fication under Rule 24 with respect to the issue and sale of 
commercial paper within 30 days after the end of calendar 
quarter. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18058), * and no 
hearing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as amend- 
ed, be, and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 

Rule 24 promulgated under the Act, the notification certi- 
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ficates under said rule to be filed within 30 days after the 
end of each calendar quarter. 





For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


, Holding Company Act Release No. 18058 was incorrect- 
ly noticed under File No. 70-5372. The correct File No. is 
70-5377. 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18088/September 12, 1973 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 
(70-5370) 


ORDER AUTHORIZING PROPOSED AGREEMENT WITH 
STATE AUTHORITY FOR CONSTRUCTION OF POL- 
LUTION EQUIPMENT FINANCED BY SALE OF RE- | 
VENUE BONDS 


Georgia Power Company ("Georgia"), an electric utility sub- 
sidiary company of The Southern Company, a registered 
holding company, has filed an application-declaration and 
an amendment thereto with this Commission pursuant to 
Sections 6, 7, 9(a), and 12(d) of the Public Utility Holding 
Company Act of 1935 ( Act ), and Rules 44(b) (3) and t 
50(a) (5) promulgated thereunder regarding the following 
Proposed transactions. 3 
Georgia states that in order to comply with prescribed air 

and water quality control standards of the State of Georgia 

it has been and will be necessary to construct certain pol- 

lution control facilities. By resolution of September 22, 

1972, the Development Authority of Bartow County,Geor- 
gia ("Authority"), authorized a proposal to the Company 

to provide pollution control facilities ("Project") for Units 
Nos. 2, 3, and 4 of Georgia's Bowen electric generating 

plant located in Bartow County. 


Georgia proposes to enter into an agreement of sale ("Agree- 
ment ) with the Authorit » whereby the Authority will con- 
struct and equip the Project. To finance construction, the 
Authority will issue, pursuant to an indenture ("Indenture") 
to be entered into between the Authority and an indenture 
trustee ("Trustee"), pollution control revenue bonds 
("Revenue Bonds’) in a principal amount presently esti- 
mated not to exceed $41,000,000. The proceeds from the 
sale of the Revenue Bonds will be deposited by the Auth- 
ority with the Trustee and witl be applied to the payment 

of the cost of construction (as defined in the Agreement) of 
the Project. Under the Agreement, Georgia will complete 
construction of the Project; to the extent, if any, that the 
proceeds from the sale of the Revenue Bonds are insufficient 
to complete construction, Georgia will supply the deficiency. 


The Agreement also will provide for the sale of the Project 
to Georgia at a price payable in semi-annual installments 
over a period of 30 years sufficient to pay the principal of 
and interest on the Revenue Bonds as they become due and 
payable. The Agreement further provides that Georgia may 
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prepay the purchase price (a) at any time on or after 10 
years from the date of issuance of the Revenue Bonds in 
whole or in part at the option of Georgia, such payments to 
be sufficient to redeem or purchase outstanding Revenue 
Bonds, including applicable premiums, and (b) in whole, 
without premium, at the option of Georgia, in certain other 
specified contingencies. 


In order to obtain the benefit of a rating for the Revenue 
Bonds equivalent to the rating enjoyed by the first mortgage 
bonds outstanding under Georgia s bond indenture 
("Mortgage"), Georgia proposes to issue a series of such 

first mortgage bonds ("Collateral Bonds") under the 
Mortgage, pursuant to a supplemental indenture ("Supple- 
mental Mortgage"). The Collateral Bonds, to be issued in a 
principal amount (not exceeding $41,000,000) equal to the 
principal amount of the Revenue Bonds, will be deposited 
with the Trustee as security for Georgia s obligations under 
the Agreement. The Collateral Bonds will have a stated in- 
terest rate equal to the interest rate per annum to be borne 
by the Revenue Bonds, will mature on the maturity date of 
such Revenue Bonds, and will be non-transferable. The Sup- 
plemental Mortgage will provide, however, that until the 
Trustee shall have demanded mandatory redemption of the 
Collateral Bonds, no interest in respect of the Collateral 
Bonds shall accrue or become payable, but that upon ac- 
celerations by the Trustee of payments under the Agreement, 
he may demand the mandatory redemption of the Collateral 
Bonds at a price equal to the principal amount thereof pius 
accrued interest, if any, to the date fixed for redemption. 


The Indenturs will provide that, upon deposit of funds with 
or direction tv the Trustee by Georgia to apply available 
funds, or upon delivery of outstanding Revenue Bonds suf- 
ficient to pay or redeem all or any part of the Revenue 
Bonds, and Trustee will be obligated to deliver to Georgia 
Collateral Bonds in an aggregate principal amount equal to 
that amount of Revenue Bonds for the payment or redemp- 
tion of which such funds have been deposited or applied or 
which shall have been so delivered. 


In order to comply with applicable statutes of the State of 
Georgia, it will be necessary for Georgia to sell to the Auth- 
ority such portions of the Project which have been con- 
structed and are now owned by Georgia ( Existing Facili- 
ties"), relating principally to Unit No. 2 of the Bowen plant 
which is now in operation. The Agreement states that Geor- 
gia will receive, out of the proceeds of the Revenue Bonds, 
an amount equal to Georgia s original cost (approximately 
$30,592,000 as of June 30, 1973) for the Existing Facilities 
at the time of the sale. The Existing Facilities will become 

a part of the Project which Georgia proposes to purchase as 
provided in the Agreement. The proceeds to be received by 
Georgia for the Existing Facilities will be applied initially to 
obtain their release from the lien of the Mortgage, but may 
be withdrawn by Georgia in accordance with applicable 
provisions of the Mortgage. 


It is contemplated that the Revenue Bonds will be sold by 
the Authority pursuant to arrangements with a group of un- 
derwriters represented by Blyth Eastman Dillon & Co. In- 
corporated and The First Boston Corporation. In accordance 
with the laws of the State of Georgia, the interest rate to be 
borne by the Revenue Bonds will be fixed by the board of 
directors of the Authority. While Georgia will not be a party 
to the underwriting arrangement for the Revenue Bonds, 

the Agreement will provide that the terms of the Revenue 
Bonds and their sale by the Authority shall be satisfactory 


to Georgia. Application has been made on behalf of Georgia 
and the Authority to the Internal Revenue Service for its 
ruling that interest on the Revenue Bonds will be exempt 
from Federal income taxation, and the transactions pro- 
posed are contingent upon receipt of a favorable ruling to 
such effect. The proposed method of financing the Project 
will be pursued to the extent permissable under such ruling. 


The management of Georgia believes the acceptance of the 
Authority s proposal and the consummation of the trans- 
actjons herein proposed to be in the best interest of Geor- 
gia s consumers and investors and consistent with sound 
and prudent financial policy. Georgia has been advised that 
the annual interest rate on obligations, interest on which is 
tax exempt, historically have been and can be expected at 
the time of issue of the Revenue Bonds to be, 1-1/2% to 
2-1/2% lower than the rates on obligations of like tenor and 
comparable quality, interest on which is fully subject to 
Federal income tax. 


Georgia states that the competitive bidding requirements of 
Rule 50 in respect of the issuance of the Collateral Bonds 

are inappropriate under the circumstances described herein, 
inasmuch as the Collateral Bonds are to be issued and pledged 
solely to secure Georgia s obligations to the Authority and 
no public offering of the Collateral Bonds is to be made. 


The issuance of the Collateral Bonds by Georgia has been 
approved by the Georgia Public Service Commission. No 
other aspect of the proposed transactions is subject to the 
jurisdiction of any State Commission or Federal commission, 
other than this Commission. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulga- 
ted under the Act (Holding Company Act Release No. 
18061) and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application-declaration, as amended, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, and subject further to the reservation of jurisdic- 
tion ordered below. 


IT IS FURTHER ORDERED that jurisdiction be and here- 
by is reserved with respect to (i) the semi-annual installment- 
payment obligations to be undertaken by Georgia pursuant 
to the proposed Agreement between Georgia and the Auth- 
ority, and (ii) the interest rate to be borne by Georgia s 
Collateral Bonds, insofar as the foregoing matters are affect- 
ed by the effective interest rate or rates of the Revenue 
Bonds to be sold by the Authority in connection with the 
transactions proposed in this proceeding. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18089/September 12, 1973 


See Securities Act Release No. 5420/September 12, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1934 
Rel. No. 18090/September 12, 1973 


See Securities Act Release No. 5421/September 12, 1973 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18091/September 11, 1973 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bow! Road 

Morristown, New Jersey 07960 

(70-5387) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company ( Jersey Central ), an electric utility sub- 
sidiary company of General Public Utilities, a registered 
holding company, has filed a declaration and amendment 
thereto with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 ( Act ), designating Sections 
6(a) and 7 of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transaction. 


Jersey Central requests that, for the period ending on Dec- 
ember 31, 1974, it be permitted from time to time to issue 
or renew notes of a maturity of nine months or less evidenc- 
ing short-term bank borrowings provided that the aggregate 
principal amount of such notes outstanding at any one time 
shall not be more than $96,000,000. 


The new notes will bear interest at the prime interest rate 

for commercial borrowing of the bank from which the 
borrowing is made at the date of the issue of such note, will 
mature not more than nine months from date of issue, will 
be prepayable at any time without premium, and will not be 
issued as part of a public offering. Although no commitments 
or agreements for such borrowings have been made, if this 
declaration is granted by the Commission, Jersey Central ex- 
pects that, as and to the extent that its cash needs require, 
borrowings will be effected from among the following banks, 
the maximum to be borrowed and outstanding at any one 
time from each such bank being as follows: 


Bankers Trust Company, 


New York, N. Y. $ 3,000,000 
The Chase Manhattan Bank NA, 

New York, N. Y. 15,000,000 
Chemical Bank, 

New York, N. Y. 5,000,000 
Irving Trust Company, 

New York, N. Y. 16,800,000 
Fidelity Union Trust Company, 

Newark, N. J. 6,000,000 
First National State Bank of New Jersey, 

Newark, N. J. 2,500,000 
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National Newark & Essex Bank, 


Newark, N. J. 5,000,000 
First Jersey National Bank, 

Jersey City, N. J. 3,000,600 
American National Bank & Trust, 

Morristown, N. J. 4,000,000 
Belmar-Wall National Bank, 

West Belmar, N. J. 300,000 
The Central Jersey Bank and Trust Company, 

Freehold, N. J. 1,500,000 
Colonial First National Bank, 

Red Bank, N. J. 2,000,000 
First Merchants National Bank, 

Asbury Park, N. J. 1,000,000 
First National Bank of New Jersey, 

Passaic, N. J. 1,000,000 
First National Bank of South Jersey, 

Pleasantville, N. J. 1,500,000 
First National State Bank of Northwest Jersey, 

Succasunna, N. J. 500,000 
The First National Bank of Toms River, 

Toms River, N. J. 1,200,000 
The First National lron Bank of New Jersey, 

Morristown, N. J. 3,000,000 
The Hunterdon County National Bank, 

Lambertville, N. J. 700,000 
Mechanics National Bank of Burlington County, 

Burlington, N. J. 400,000 
National Community Bank, 

Franklin, N. J. 3,000,000 
The National State Bank, 

Elizabeth, N. J. 2,000,000 
New Jersey Bank NA, 

Haledon, N. J. 4,000,000 
Ocean County National Bank, 

Point Pleasant, N. J. 400,000 
New Jersey National Bank, 

Asbury Park, N. J. 4,000,000 
Peoples Trust Company of New Jersey, 

Hackensack, N. J. 6,000,000 
Somerset Hills & County National Bank, 

Bernardsville, N. J. 1,000,000 
Summit and Elizabeth Trust Company, 

Summit, N. J. 1,200,000 
United Counties Trust Company, 

Summit, N. J. __1,000,000 _ 

$96,000,000 


It is stated that Jersey Central is required to maintain com- 
pensating balances with each of the banks equal to 10% of 
the lines of credit or 20% of the amounts actually borrow- 
ed, whichever is higher, except for the First National Bank 
of South Jersey, Pleasantville, N. J., which presently re- 
quires 10% of the amount of the line of credit as a com- 
pensating balance. Assuming a 9 1/4% prime rate and a 
20% compensating balance, the effective rate of interest to 
be paid by Jersey Central is 11.56% (10.28% for borrowing 
from the First National Bank of New Jersey). 


Jersey Central proposes to utilize the proceeds of the con- 
tempiated borrowings for the purpose of financing its 
business as a public utility company, including provisions 
for construction expenditures, the repayment of other 
short-term borrowings, and the temporary reimbursement 
of its treasury for construction expenditures provided there- 
on. The estimated cost of Jersey Central s 1973 construc- 
tion program is approximately $205,000,000 (including 
allowance for funds used during construction). 


The declaration states that Jersey Central's expenses incident 
to the proposed issuance of notes will be approximately 
$5,000, including legal fees of $4,200, and that no state com- 
mission or federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 4, 1973, request in writing that 





it 


a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at daw, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as amend- 
ed or as it may be further amended, may be granted as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 100 


thereof or take such other action.as it may deem appropriate. 


Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18092/September 12, 1973 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 
(70-5383) 


NOTICE OF FILING OF APPLICATION REGARDING 
PROPOSED ACQUISITION OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 

( Ohio Edison ), a registered holding company and a pub- 
lic-utility company, has filed an application with this Com- 
mission pursuant tg the Public Utility Holding Company 
Act of 1935 ( Act ), designating Sections 9(a) (1) and 10 
of the Act as applicable to the proposed transaction. All in- 
terested persons are referred to the application, which is 
summarized below, for a complete statement of the propos- 
ed transaction. 


Ohio Edison Proposes to acquire from the City of Akron, 
Ohio (the City ), an, underground electric distribution 
system (the System ) being installed for the City as part of 
its development of the so-called Grant-Washington Urban 
Renewal District, Project No. Ohio R-18. By a Lease Agree- 
ment dated September 5, 1968 between the City and Ohio 
Edison, Ohio Edison leased the System from the City and 
has been providing through such System, electric service to 
the residences, businesses and other establishments in the 
District at the same rates and on the same terms as those 
applicable to like service throughout other portions of the 
City served by Ohio Edison. Following arms length bargain- 
ing, the Council of the City, on June 20, 1972, adopted an 
ordinance authorizing the sale of the System to Ohio Edison 
for $768,851 and pursuant thereto Ohio Edison and the 
City have entered into an Agreement, dated March 12, 1973, 
providing for the purchase by Ohio Edison from the City of 


the System for said amount. The Agreement provides, in 
effect, that the closing of the purchase and sale shall take 
place as soon as practicable after receipt by Ohio Edison, 
in form satisfactory to its counsel, of the last of any neces- 
sary orders of any regulatory authorities. Although the 
original cost of the System is not presently known, Ohio 
Edison estimates that such cost would approximate the 
amount of the successful bid for construction of the 
System, which amount was $572,441.04, plus capitalizable 
administrative costs, if any, incurred by the City. 


The Grant-Washington Urban Renewal District lies within 
the City of Akron, which is the largest city within the ser- 
vice area of Ohio Edison, and the System is directly con- 
nected with other facilities of Ohio Edison and is supplied 
with electric energy provided by Ohio Edison. The System 
is therefore fully integrated with the electric facilities of 
Ohio Edison. Upon completion of the acquisition, Ohio 
Edison will continue to operate the System to serve e- 
lectric customers connected and to be connected thereto. 
As of June 30, 1973, there were 60 residential customers, 
41 commercial customers and 3 industrial customers ser- 
ved by the System, and the gross revenues derived from such 
customers during the twelve-month period ended that date 
aggregated $201,867,51. 


Ohio Edison is subject to the accounting jurisdiction of The 
Public Utilities Commission of Ohio and the Federal Power 
Commission, pursuant to which it is required to keep its ac- 
counts in accordance with the Uniform System of Accounts 
prescribed by the Federal Power Commission. Except to the 
extent of such accounting jurisdiction by said two regula- 
tory agencies, no state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction: 


The fees, commissions, and expenses paid or incurred or to 
be paid or incurred, directly or indirectly, in connection 


with the proposed transaction by Ohio Edison, are estimated 
at $7,500 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than October 9, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the applicant at the above-stated ad- 
dress, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as filed 
or as it may be amended, may be permitted to become ef- 
fective as provided in Rule 23 of the General Rules and regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18093/September 12, 1973 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Mulhenberg Township 
Berks County, Pennsylvania 19605 
(70-5386) 


NOTICE OF PROPOSED ISSUE AND SALE OF CUMULA- 
TIVE PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company ( Met-Ed ), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 ("Act"), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the application, which is summarized below, for a complete 
statement of the proposed transaction. 


Met-Ed proposes to issue and sell for cash, subject to the 
competitive bidding requirements of Rule 50 under the Act, 
150,000 additional shares of its cumulative preferred stock 
(the "New Preferred Stock"). The New Preferred Stock will 
constitute a further series of Met-Ed's cumulative preferred 
stock of which there are outstanding 1,243,912 shares issued 
in nine series. The dividend rate and redemption prices of 
the New Preferred Stock will be determined by competitive 
bidding. In all other respects the New Preferred Stock will 
be similar to the outstanding series. The bidding procedures 
which Met-Ed will use with respect to the New Preferred 
Stock will require that (1) the price per share specified in the 
bids shall not be not less than $100 (the par value of the 
New Preferred Stock) or more than $102.75 and (2) the 
dividend rate for the New Preferred Stock, which shall be 
specified in such bids, shall be a multiple of 1/25 of 1%. 
Prior to October 1, 1978, none of the shares of the New 
Preferred Stock may be redeemed at the option of Met-Ed 
if the moneys for such redemption are obtained by Met-Ed 
directly or indirectly from or in anticipation of borrowings 
by or for the account of Met-Ed or the proceeds of any 
issue of any stock ranking prior to or on a parity with the 
New Preferred Stock at an interest or dividend cost less 
than the dividend cost of this issue, subject to certain ex- 
ceptions. 


The proceeds ($15,000,000, exclusive of premium and ac- 
crued dividends, if any) from the sale of the New Preferred 
Stock will be used for the payment of all or a portion of 
Met-Ed s short-term bank loans expected to be outstanding 
at the time of sale of the New Preferred Stock or for con- 
struction purposes or to reimburse Met-Ed s treasury for 
funds previously expended therefrom for construction pur- 
poses. The presently estimated cost of Met-Ed's 1973 con- 
struction program is approximately $145,000,000 (includ- 
ing allowance for funds used during construction). 


The fees and expenses to be paid by Met-Ed in connection 
with the issue and sale of the New Preferred Stock are es- 
timated to total $100,000, including legal fees of $26,500. 
The fees and expenses of counsel for the underwriters, to be 
paid by the successful bidders, will be supplied by amend- 
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ment. It is stated that the Pennsylvania Public Utility Com- 
mission has jurisdiction over the proposed issuance and sale 
of the New Preferred Stock by Met-Ed and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 5, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in the case of 
an attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
filed or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of fur- 
ther developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18094/September 13, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM, ET AL. 
Westborough, Massachusetts 01581 
(70-5281) 


SUPPLEMENTAL ORDER AUTHORIZING SUBSIDIARY 
COMPANY TO ISSUE SHORT-TERM NOTES TO AN 
ADDITIONAL BANK 


New England Electric System ("NEES"), a registered hold- 
ing company, and its electric utility subsidiary company, 
New England Power Company, ("NEPCO") have filed with 
this Commission a post-effective amendment to their appli- 
cation-declaration and prior amendment thereto in this 
proceeding pursuant to Sections 6(a), 7, 9(a), 10, and,1 2(¢) 
of the Public Utility Holding Company Act of 1935 ( Act ) 
and Rules 42 and 50(a) (5) promulgated thereunder regard- 
ing the following proposed transaction. 


By order dated January 3, 1973 (Holding Company Act Re- 
lease No. 17836), the Commission authorized NEPCO and 
certain other NEES subsidiary companies to issue from time 
to time through December 31, 1973, unsecured short-term 
promissory notes to banks, to dealers in commercial paper 


and/or to NEES or Massachusetts Gas Company ("Mass Gas"), 





















a NEES subsidiary company. NEPCO was authorized to 
issue a maximum of $104,000,000 in short-term notes, all 
of which notes were authorized for issuance to The First 


_ National Bank of Boston, Massachusetts ( Boston ). 


Applicants now request that the Commission's above-descri- 
bed order be amended, to permit NEPCO to issue 
$101,500,000 in short-term notes to Boston and to permit 
the remainder of the heretofor authorized total amount of 
notes, $2,500,000, to be issued to the Worcester County 
National Bank, Worcester, Massachusetts ( Worcester ). 
Applicants state that they wish to take advantage of a re- 
cently offered line of credit from Worcester, in which bank 
NEPCO maintains operating balances. No change is being 
made in the maximum amount of borrowings that may be 
made by NEPCO. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and rules pro- 
mulgated thereunder are satisfied and that no adverse find- 
ings are necessary, and that it is appropriate in the public 
interest and in the interest of investors and consumers that 


said application-declaration, as further amended by the post- 


effective amendment, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as further amended by the post-effective amendment, 
be, and it hereby is, granted and permitted to become ef- 
fective forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18095/September 14, 1973 


In the Matter of 


MASSACHUSETTS ELECTRIC COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5384) 


NOTICE OF PROPOSED ISSUE AND SALE OF 200,000 
SHARES OF CUMULATIVE PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIYEN that Massachusetts Electric 
Company ( Mass Electric ), an electric utility subsidiary 


company of New England Electric System, a registered hold- 


ing company, has filed a declaration and an amendment 
thereto with this Commission pursuant to the Public 

Utility Holding Company Act of 1935 ( Act ) designating 
Sections 6(a) and 7, of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. All in- 
terested persons are referred to the declaration, aS amended, 
which is summarized below, for a complete statement of the 
proposed transaction. 


Mass Electric proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, 200,000 shares of 
a new series of its cumulative preferred stock, _% Series, 


$100 par value ("stock"). The dividend rate (which shall be 

a multiple of .04 of 1%) and the price to be paid for the 
stock (which shall not be less than $100 per share nor more 
than $102.75) will be determined by the competitive bidding. 
Dividends shall be cumulative from the date of initial issue. 
The stock will not be redeemable prior to October 1, 1978 

in connection with a refunding by the issuance of debt 


securities or other preferred stock at a lesser effective cost 
of money. 


The proceeds from the sale of the stock, estimated at 
$20,000,000, will be applied toward the payment of out- 
standing short-term notes incurred to temporarily finance 
construction expenditures pending permanent financing. 
According to the declaration, it is expected that these notes 
will aggregate $28,700,000 prior to the issuance of the 
stock. 


Mass Electric states that the Massachusetts Department of 
Public Utilities has jurisdiction over the proposed trans- 
action and that no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. Fees and expenses related 
to the proposed transaction are estimated at $75,000, in- 
cluding New England Power Service Company expenses 
(at cost) of $30,000 and accounting fees of $7,500. The 
fees and expenses of counsel for the bidders will be supplied 
by amendment and will be paid by the successful bidders, 
except as provided in the purchase agreement relating to 
purchase of the stock. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 10, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration, as amended, which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the declaration, as 
amended or as it may be further amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18096/September 14, 1973 


In the Matter of 
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CONNECTICUT YANKEE ATOMIC POWER COMPANY 
Hartford, Connecticut 
(70-5380) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO A DEALER IN COMMERCIAL 
PAPER; EXCEPTION FROM COMPETITIVE BIDDING 


Connecticut Yankee Atomic Power Company ("Connecti- 
cut Yankee ), an electric utility subsidiary company of 
Northeast Utilities ( Northeast ) and of New England 
Electric System (New England ), both of which are re- 
gistered holding companies, has filed an application-declara- 
tion and an amendment thereto with this Commission pur- 
suant to Sections 6 and 7 of the Public Utility Holding Com- 
pany Act of 1935 (Act ) and Rule 50(a) (2) and 

50(a) (5) (B) promulgated thereunder regarding the follow- 
ing proposed transactions. 


Connecticut Yankee proposes to issue and sell, from time to 
time on or before March 1, 1975, short-term securities in an 
aggregate principal amount not to exceed $30,000,000 out- 
standing at any one time. Such securities will be in the form 
of short-term notes issued to banks ("Bank Notes") pursuant 
to lines of credit or commercial paper ("Commercial Paper") 
issuec to a dealer in such securities. 


The proposed Bank Notes will each be dated as of the date 
of issue, will have maximum maturity dates of nine months, 
will bear interest at a rate per annum not in excess of one 
percent (1%) above the prime rate in effect at the lending 
bank on the date of issue if issued before January 1, 1974, 
and at a rate to be negotiated if issued after that date, and 
will be subject to prepayment at any time at Connecticut 
Yankee's option without premium. The banks which will 
participate in Connecticut Yankee's short-term borrowing 
program and the maximum commitment of each bank is as 
follows: 


The Chase Manhattan Bank, New York, N.Y. $18,000,000 
The Connecticut Bank and Trust Company, 
Hartford, Connecticut is 
ota 


The lines of credit are to be secured by a deposit of 10% of 
the amount of the line at the time it is committed. In addi- 
tion, at the time of the first borrowing pursuant to the line 
of credit, Connecticut Yankee will make an additional de- 
posit (compensating balance) of 10% of the entire com- 
mitted line. Assuming a full 20% compensating balance and 
borrowings at one percent (1%) above the prime rate, the 
effective cost of borrowing would be approximately 13.4%, 
based on an assumed prime interest rate of 9-3/4%. 


The proposed Commercial Paper notes will be issued in deno- 
minations of not less than $50,000 and not more than 
$1,000,000, will have a maturity of not more than 270 days, 
will not be repayable prior to maturity, and will be sold by 
Connecticut Yankee directly to A. G. Becker & Company, 
Incorporated, a dealer in commercial paper, at the discount 
rate per annum prevailing at the date of issuance for com- 
mercial paper of comparable quality and of the particular 
maturity sold by public-utility issuers to commercial paper 
dealers. No Commercial Paper notes having a maturity of 
more than 90 days will be issued at an effective interest cost 
in excess of the interest cost on the Bank Notes which Con- 
necticut Yankee could borrow from banks in an amount at 
least equal to the principal amount of such Commercial 
Paper. No commission or fee will be payable in connection 
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with the issuance and sale of the Commercial Paper. The com- further requests that the certificates under Rule 24 be filed 





mercial paper dealer, as principal, will reoffer the Com- 
mercial Paper to institutional investors at a discount of no” 
more than 1/8 of 1% per annum less than the prevailing dis- | 
count rate to Connecticut Yankee in such manner as not to 
constitute a public offering. The Commercial Paper will be 
reoffered to not more than 200 identified and designated 
customers in a list (non-public) prepared in advance by the 
dealer. It is anticipated that the Commercial Paper will be 
held by customers to maturity, but if such customers de- P 
sire to resell prior to maturity, the dealer, pursuant to a 
verbal repurchase agreement, will repurchase the Com- 
mercial Paper and reoffer the same to others in the group 
of 200 customers. 








As part of Connecticut Yankee's initial plant financing pro- 
gram approved by the Commission, it had outstanding as | 
of June 30, 1973, $3,875,000 principal amount of notes is- |)’ 
sued under a credit agreement dated November 23, 1964, 
as amended ( Credit Agreement ) between Connecticut 
Yankee and the eleven participating banks named therein. 
The notes outstanding under the Credit Agreement will re- 
main outstanding and will not be affected by the trans- 
actions described above. It is stated that Connecticut 
Yankee will obtain a waiver of all relevant provisions of the 
Credit Agreement to permit the short-term borrowings con- 
templated in this proceeding. 


The funds to be derived from the issuance and sale of Bank 
Notes and Commercial Paper will be applied by Connecti- 
cut Yankee (i) to repay $21,000,000 of existing notes to 
banks presently outstanding, as authorized by the Com- ' 
mission (Holding Company Act Release Nos. 17244 and 
17650), which mature on October 1, 1973, (ii) to provide 
funds for the construction of radiation waste facilities at 

its nuclear electric generating plant in Haddam, Connecti- 
cut, and (iii) for the purchase of additional nuclear fuel. At 
the time of the authorization to issue the $21,000,000 of 
notes to banks, Connecticut Yankee indicated that it would 
propose to repay these notes at maturity with some form of 
long-term financing. In addition, Connecticut Yankee now 
proposes to repay all of its outstanding long-term bank loans 
by October 1, 1974, at which time it expects to have greater 
flexibility in determining what form of long-term financing 
will be in its best interest. For this reason, Connecticut : 
Yankee does not deem it feasible to undertake any long- 

term financing program for the repayment of the existing 

bank loans at this time and prefers, in lieu thereof, an in- 

terim program of short-term loans to March 1, 1975. 
Furthermore, it is stated that such a program is made neces- * 
sary by the definitions of Connecticut Yankee's indenture, 
which would not permit the issuance of any substantial 
amounts of bonds at this time for the purpose of refunding 
bank notes. Connecticut Yankee states that on or before 
March 1, 1975, the Bank Notes and Commercial Paper will 
be refunded through some form of long-term financing, the 
nature of which cannot now be determined. 








It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Connecticut Yankee requests that the issue and sale of its j 
Commercial Paper notes be excepted from the competitive 
bidding requirements of Rule 50 pursuant to subparagraph 
(a) (5) (B) thereof in view of the fact that current rates for 
commercial paper for prime borrowers such as Connecticut 
Yankee are readily ascertainable by reference to daily fi- 
nancial publications and that it is not practicable to invite 
competitive bids for commercial paper. Connecticut Yankee 
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within 30 days after the end of each calendar quarter. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18066), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


1T 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act, the notification certificates under said rule to be 
filed on a quarterly basis within 30 days after the end of 
each calendar quarter. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to determine the reasonableness of the 
rate of interest to be negotiated in connection with the 
issuance of any Bank Notes after January 1, 1974. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7982/September 10, 1973 


In the Matter of 


PROFESSIONAL PORTFOLIO FUND, INC. 
1600 Kapiolani Boulevard 

Honolulu, Hawaii 96814 

(811-1174) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On August 10, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7935) that Professional Portfolio 
Fund, Inc. ("Applicant"), as open-end, non-diversified 
management investment company registered under the In- 
vestment Company Act of 1940 ("Act"), had filed an appli- 
cation pursuant to Section 8(f) of the Act for an order of 
the Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Professional Portfolio Fund, 
Inc., under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7983/September 12, 1973 


In the Matter of 


ICM FINANCIAL FUND, INC. 
C/O Norbert J. Magrath 

185 Cross Street 

Fort Lee, New Jersey 07024 
(811-896) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On August 14, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7944) stating that the Commission 
proposes, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act"), to declare by order upon its own 
motion that ICM Financial Fund, Inc. ("Fund") has ceased 
to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating registra- 
tion might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of ICM Financial Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7984/September 12, 1973 


In the Matter of 
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ICM EQUITY FUND, INC. 
c/o Norbert J. Magrath 

185 Cross Street 

Fort Lee, New Jersey 07024 
(811-1322) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On August 14, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7943) stating that the Commission 
proposes, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ( Act ), to declare by order upon its own 
motion that ICM Equity Fund, Inc. ( Fund ) has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating registra- 
tion might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for 

a hearing has been filed and the Commission has not ordered 
a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of ICM Equity Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7985/September 12, 1973 


In the Matter of 


ROYDEN FUND, INC. 

(formerly Equitable Growth Fund, Inc.) 
700 East Camelback Road 

Suite 201 

Scottsdale, Arizona 85251 

(811-2056) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On August 14, 1973, a notice was issued (Investment Act 
Release No. 7941) stating that the Commission proposes, 
pursuant to, Section 8(f) of the Investment Company Act of 
1940 ( Act ), to declare by order upon its own motion that 
Royden Fund, Inc. ("Fund") has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order terminating registration 
might be issued upon the basis of the information stated 
therein. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


This matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 
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IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Royden Fund, Inc. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7986/September 12, 1973 


In the Matter of 


THE WISCONSIN LIFE INSURANCE COMPANY 
VARIABLE ACCOUNT A 

709 North Segoe Road 

Madison, Wisconsin 53705 

(811-1915) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On August 10, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7939) of the filing of an application 
by The Wisconsin Life Insurance Company Variable Ac- 
count A ( Applicant ), a unit investment trust registered 
under the Investment Company Act of 1940 ("Act"), for 
an order of the Commission, pursuant to Section 8(f) of 
the Act, declaring that Applicant has ceased to be an in- 
vestment company as defined by the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company as defined by 
the Act. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of The Wisconsin Life Insurance 
Company Variable Account A under the Act shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7987/September 12, 1973 


in the Matter of 


OXFORD TRUST FUND 

(formerly Bankers Mutual Trust Fund) 
Room 432, Candler Building 

Atlanta, Georgia 

(811-976) 











ne 


ith 





ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On August 14, 1973, a notice was issued (Investment Act 
Release No. 7942) stating that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act of 
1940 ("Act"), to declare by, order upon its own motion that 
Oxford Trust Fund ( Fund ) has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order terminating registration 
might be issued upon the basis of the information stated 
therein. No request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


This matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Oxford Trust Fund under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7988/September 12, 1973 


See Securities Act Release No. 5420/September 12, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7989/September 12, 1973 


See Securities Act Release No. 5421/September 12, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7990/September 12, 1973 


In the Matter of 
THE NATIONAL HOUSING PARTNERSHIP-II 
THE NATIONAL HOUSING PARTNERSHIP 


NATIONAL CORPORATION FOR HOUSING 
PARTNERSHIPS 

1133 - 15th Street, N. W. 

Washington, D. C. 20006 

(812-3452) 


ORDER PURSUANT TO SECTION 6(c) GRANTING EX- 
EMPTION FROM ALL PROVISIONS OF THE ACT 


On August 16, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7947) of the filing of an application 
by The National Housing Partnership-I! ("NHP-II"), a 
District of Columbia limited partnership, and its general 
Partners, National Corporation for Housing Partnerships 
(Corporation ), a District of Columbia corporation, and 


The National Housing Partnership ("NHP-I"), a District of 
Columbia limited partnership, for an order of the Com- 
mission, pursuant to Section 6(c) of the Investment Com- 
pany Act of 1940 ( Act ), exempting NHP-I! from all pro- 
visions of the Act and the Rules and Regulations thereunder. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. 


On August 31, 1973, the application was amended to re- 
flect a reduction in the total number of units to be offered 
and consequent changes in the terms of the underwriting, 
the portion of the underwriting expenses to be borne by 
NHP-11, the Development Supervisory Fee and the Manage- 
ment Fee to be paid by NHP-II, and the number of pro- 
jects in which NHP-II will invest. No request for a hearing 
has been filed and the Commission has not ordered a hear- 
ing. 


The Commission has considered the matter and has found 
that the exemption requested is necessary or appropriate 

in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
NHP-I! be, and is hereby, exempt from all provisions of the 
Act and the Rules and Regulations thereunder. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7991/September 14, 1973 


In the Matter of 


WOODPARK ASSOCIATES FUND 
100 Park Avenue 

New York, New York 10017 
(811-1906) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Woodpark Associates 
Fund ( Applicant ), an open-end, non-diversified manage- 
ment investment company registered under the Investment 
Company Act of 1940 (the Act ), has filed an application 
pursuant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant has ceased to be an invest- 
ment company as defined in the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicant was organized as a Delaware corporation in June 
1969, and filed a Notification of Registration on Form 
N-8A and a Registration Statement on Form N-8B-1 with 
the Commission on July 18, 1969. 


Applicant represents that during the period from December 1, 
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1969 to April 1970, it engaged in the offer and sale of its | 
shares of Common Stock, par value $1 per share ("Shares"); 
that since April 1970 Applicant has neither offered nor sold 
any of its Shares; and that on or prior to July 16, 1970, all 
but two of its shareholders (each of which held 500 Shares) 
tendered their Shares for redemption in cash. Applicant also 
represents that on July 17, 1973, the directors and remain- 
ing two shareholders of Applicant unanimously approved 
resolutions authorizing and adopting proposals that Appli- 
cant cease being an investment company; that it be liquidat- 
ed and dissolved under the laws of the State of Delaware, 
and authorizing and directing the officers of Applicant to 
file a Certificate of Dissolution with the Secretary of State 
of Delaware as soon as practicable; and that on that date 
the two remaining shareholders redeemed their shares for 
cash. Applicant further represents that it has no Shares out- 
standing, and further sales of its Shares will not be made. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered in- 
vestment company has ceased to be an investment company, 
it shall so declare by order, and upon the effectiveness of 
such order the registration of such company shall cease to 

be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 10, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 

a hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. At any time after said date, as provided by 
Rule O-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application herein may be 
issued by the Commission upon the basis of the informa- 
tion stated in said application, unless an order for a hearing 
upon said application shall be issued upon request or upon 
the Commission s own motion. Persons who request a hear- 
ing or advice as to whether a hearing is ordered wil! receive 
notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7992/September 14, 1973 


In the Matter of 


INVESTORS DIVERSIFIED SERVICES, INC. 
INVESTORS SYNDICATE OF AMERICA, INC, 
IDS LIFE INSURANCE COMPANY 

IDS LIFE VARIABLE ANNUITY FUNDA 

IDS LIFE VARIABLE ANNUITY FUND B 
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IDS Tower 
Minneapolis, Minnesota 55402 






and 


IDS GROWTH FUND, INC. 

IDS NEW DIMENSIONS FUND, INC. 
IDS PROGRESSIVE FUND, INC. 
INVESTORS MUTUAL, INC. ; 
INVESTORS SELECTIVE FUND, INC. 

INVESTORS STOCK FUND, INC. 

INVESTORS VARIABLE PAYMENT FUND, INC. 

1000 Roanoke Building 

Minneapolis, Minnesota 55402 

(812-3471) 






NOTICE OF FILING OF APPLICATION FOR EXEMP- { 
TION PURSUANT TO SECTION 6(c) OF THE ACT 

FROM THE PROVISIONS OF SECTIONS 15(a), 15(b), 

AND 15(c) WITH RESPECT TO INVESTMENT 

ADVISORY AND PRINCIPAL UNDERWRITING CON- 
TRACTS i 


NOTICE IS HEREBY GIVEN that Investors Diversified ' 

Services, Inc. ("IDS"), Investors Syndicate of America, Inc. 
("ISA"), IDS Life Insurance Company ("IDS Life"), IDS 

Life Variable Annuity Fund A and IDS Life Variable 

Annuity Fund B (collectively the "Variable Annuity Funds’), 

and IDS Growth Fund, Inc., |DS New Dimensions Fund, 
Inc., |IDS Progressive Fund, Inc., Investors Mutual, Inc., 
Investors Selective Fund, Inc., Investors Stock Fund, Inc., } 
Investors Variable Payment Fund, Inc. (collectively the 
“Mutual Funds’) (collectively the "Applicants ) have filed 

an application pursuant to Section 6(c) of the Investment 

Company Act of 1940 ("Act") for an order of temporary ? 

exemption from Sections 15(a), 15(b), and 15(c) of the 

Act. All interested persons are referred to the application on 

file with the Commission for a statement of the representa- 

tions contained therein, which are summarized below. 


IDS acts as investment adviser to, and as principal under- 
writer for, the Mutual Funds and ISA, a wholly-owned sub- 
sidiary of IDS. IDS and IDS Life, a wholly-owned subsi- 
diary of IDS, act as investment advisers for the Variable 
Annuity Funds. IDS Life, in addition, acts as principal under- 
writer for the Variable Annuity Funds. The Mutual Funds 
and Variable Annuity Funds are registered under the Act as 
diversified open-end management investment companies; 

ISA is registered under the Act as a face-amount certificate 
company. 


On May 1, 1973, the Alleghany Corporation ("Alleghany") 
owned beneficially 44.4% of the outstanding voting securi- 
ties of IDS which ownership gave Alleghany presumptive 
control of IDS pursuant to Section 2(a) (9) of the Act. Alle- 
ghany, in turn, is presumptively controlled by The Allan 
Corporation which beneficially owns 29.2% of Alleghany's 
outstanding voting securities. Mr. Allan P. Kirby (' ‘Kirby’ ') 
owned beneficially 20.2% of Alleghany and 2.5% of IDS' All 
of the outstanding voting securities of The Allan Corpora- 
tion are owned by a series of trust funds the trustees of which 
are Kirby's wife and four children. The beneficiaries of such 
trusts are the same as the trustees with the addition of Kirby's 
grandchildren. 


his death, Kirby's property had been under the guardianship 
of his two sons, Allan P. Kirby, Jr. and F. M. Kirby. Kirby's 
will admitted to probate on May 14, 1973, named his two 


On May 2, 1973, Kirby died. For a number of years prior to 


| 


sons, William G. Rabe, and the Manufacturers Hanover Trust 
Company as executors to whom the power to vote the stock 
of the decedent passed under New Jersey law. Under the will, 
the F. M. Kirby Foundation ( Foundation ), a charitable 
organization incorporated in 1931, is to receive a specific 
legacy of one million shares of Alleghany common stock 
which amount represents approximately 12.3% of Alleghany. 
When this legacy is distributed, the power to vote these 
shares will be held by the directors of the Foundation who 
are Kirby s widow and his four children. They also have the 
power to elect the directors of the Foundation. 


Each of the investment advisory contracts and principal 
underwriting agreements in effect on May 1, 1973, between 
IDS and the Mutual Funds, ISA, and the Variable Annuity 
Funds, and the investment advisory contracts and principal 
underwriting agreements between IDS Life and the Variable 
Annuity Funds contained the provision required by Section 
15 of the Act for automatic termination in the event of 
their assignment, . Section 2(a) (4) of the Act defines the 
term assignment to include, in part, any direct or indirect 
transfer of a controlling block of the assignor s outstanding 
voting securities by a security holder of the assignor. 


On May 10, 1973, the boards of directors of the Mutual 
Funds approved new underwriting contracts with IDS, and 
the boards of directors of the Variable Annuity Funds ap- 
proved new underwriting contracts with IDS Life. On 
August 8, 1973, the board of directors of ISA approved a 
new underwriting contract with IDS. 


On June 13 and June 20, 1973, respectively, the Mutual 
Funds and the Variable Annuity Funds held their annual 
meetings of shareholders and contract holders. With full 
knowledge of Kirby's death and its effect on the ownership 
and the voting of Alleghany stock, the shareholders of the 
Mutual Funds approved a new investment advisory contract 
with IDS and the contract holders of the Variable Annuity 
Funds approved new investment advisory contracts with IDS 
Life and between IDS and IDS Life. On August 8, 1973 the 
shareholder of 'SA approved a new investment advisory con- 
tract with IDS. All new investment advisory contracts ap- 
proved are identical or substantial indentical with such con- 
tracts in existence on the date of Kirby's death. 


Section 15(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any person to serve or act as an invest- 
ment adviser of an investment company except pursuant to 
a written contract which has been approved by a vote of a 
majority of the outstanding voting securities of such com- 
pany. 


Section 15(b) of the Act provides, in pertinent part, that it 
shall be unlawful for any principal underwriter for an open- 
end company to offer for sale, sell, or deliver after sale any 
security of which such company is the issuer except pursuant 
to a written contract with such company. 


Section 15(c) of the Act provides, in pertinent part, that it 
shall be unlawful for any investment company having a 
board of directors to enter into, renew, or perform any in- 
vestment advisory or underwriting contract unless the terms 
of such contract and any renewal thereof have been approv- 
ed by the vote of a majority of directors who are.not parties 
to such contract or interested persons of any such party. 


Applicants submit that if the transfer of the right to vote the 
Alleghany stock owned by Kirby at his death constitutes an 

assignment of the investment advisory and underwriting 
contracts, those contracts would have automatically terminat- 
ed upon Kirby s death. Therefore, Applicants request an 


order pursuant to Section 6(c) of the Act exempting them 
from the provisions of Sections 15(a), 15(b), and 15(c) to 
the extent necessary to permit the following: (i) 1DS to act 
as investment adviser for the Mutual Funds on the same 
terms and conditions set forth in the investment advisory 
contracts between IDS and the Mutual Funds, all dated 
June 7, 1972, for the period from May 2 to June 13, 1973; 
(ii) IDS to act as investment adviser for ISA on the same 
terms and conditions set forth in the investment advisory 
contract between IDS and ISA, dated December 7, 1971, 
for the period from May 2 to August 8, 1973; (iii) IDS and 
IDS Life to act as investment advisers for IDS Life Variable 
Annuity Fund A on the same terms and conditions set forth 
in the investment advisory contract between such fund and 
IDS and IDS Life, dated July 11, 1972, for the period from 
May 2 to June 20, 1973; (iv) IDS and IDS Life to act as in- 
vestment adviser for IDS Life Variable Annuity Fund B on 
the sarre terms and conditions set forth in the investment 
advisory contract between such fund and IDS and IDS Life, 
dated June 20, 1972, for the period from May 2 to June 20, 
1973; (v) IDS to act as principal underwriter for the Mutual 
Funds on the same terms and conditions set forth in the 
underwriting contracts between IDS and the Mutual Funds, 
all dated May 11, 1972, for the period from May 2 to May 
10, 1973; (vi) 1DS to act as principal underwriter for ISA on 
the same terms and conditions set forth in the underwriting 
contract between IDS and ISA, dated December 7, 1971, 
for the period from May 2 to August 8, 1973; and (vii) IDS 
Life to act as principal underwriter for the Variable Annuity 
Funds on the same terms and conditions set forth in the 
underwriting contracts between IDS Life and the Variable 
Annuity Funds, both dated November 12, 1969, for the 
period from May 2 to May 10, 1973. 


Applicants also seek an order of exemption from the pro- 
visions of Sections 15(a), 15(b), and 15(c) of the Act to the 
extent such exemption is required upon distribution under 
Kirby s will of the one million shares of Alleghany to the 
Foundation, in order to permit the following: (i) 1DS to act 
as investment adviser for the Mutual Funds and ISA and 
IDS Life and IDS to act as investment advisers for the 
Variable Annuity Funds from the date of the distribution 
respectively, until, the final adjournment of the stockholder's 
meetings or contract holder s meetings of the Mutual Funds, 
ISA, and the Variable Annuity Funds held subsequent to 
such distribution; (ii) IDS to act as principal underwriter for 
ISA and the Mutual Funds for the period from the date of 
such distribution respectively, until, the next board of dir- 
ectors meeting of ISA and the Mutual Funds held subsequent 
to such distribution; and (iii) IDS Life to act as principal 
underwriter for the Variable Annuity Funds for the period 
from the date of such distribution until, respectively, the 
next board of directors meeting of each Variable Annuity 
Fund held subsequent to such distribution. 


Applicants represent that at the board of directors meetings, 
held on May 10, 1973, in the case of the Mutual Funds and 
the Variable Annuity Funds and on August 8, 1973, in the 
case of ISA, each board unanimously approved new advisory 
and underwriting contracts after having received full disclo- 
sure of, the relevant portions of Kirby s will. At the share- 
holder s meetings of the Mutual Funds and ISA and at the 
contract holder s meetings of the Variable Annuity Funds 
held on June 13, August 8, and June 20, 1973, respectively, 
the shareholders and contract holders, with full disclosure of 
the effects of Kirby s death on the stock ownership of Alle- 
ghany, approved new advisory contracts with IDS and IDS 
Life and ratified the payment of advisory and service fees to 
IDS and !DS Life from May 2, 1973, to the date the new 
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contracts were approved by the respective shareholders. 


Applicants expect no changes in the investment advisory or 
underwriting policies, practices, or personnel of IDS and | 
IDS Life due to the transfer of Alleghany stock to Kirby s 
executors and then to the Foundation. No change will occur 
in the control relationship between The Allan Corporation 
and Alleghany. 


Applicants estimate that it will cost approximately 

$350,000 to hold special shareholder s meetings and contract 
holder's meetings for the Mutual Funds and the Variable 
Annuity Funds following the distribution to the Founda- 
tion. Applicants contend that no substantial benefit to the 
shareholders would result from such meetings. 


Applicants submit that the granting of the requested exemp- 
tions is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and the provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 9, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shali order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, D. 
C. 20549. A copy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
Applicants at the addresses stated above. Proof of such ser- 
vice (by affidavit, or in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule O-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the application herein may be issued by 
the Commission upon the basis of the information stated 

in the application unless an order for hearing upon said appli- 
cation shall be issued upon request or upon the Commission s 
own motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6050/September 10, 1973 


SEC v. GRAND TARGHEE RESORT, INC. 
(D. Idaho) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, today 
announced that on August 31, 1973, the Honorable J. 
Blaine Anderson, United States District Judge for the Dist- 


rict of Idaho, entered an order against Grand Targhee Resort, requirements of the Securities Exchange Act of 1934 and 


Inc., an Idaho corporation, permanently enjoining it from 
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further violations of the registration provisions of the 
Securities Act of 1933. The defendant, without admitting 
or denying the allegations of the complaint, consented to 
the entry of the order. 







The Commission's complaint which was filed on August 29, 
1973 alleged that Grand Targhee Resort, Inc., violated the 
registration provisions in connection with the offer and } 
sale of memberships (and assessments of such memberships) 
in Grand Targhee Resort, Inc. 








Litigation Release No. 6051/September 10, 1973 
SEC v. DUVEST CORPORATION, et al. (D.N.J.) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Commission, 
announced today that on September 4, 1973 the Com- 

mission filed a Complaint in the U.S. District Court in 

Newark, New Jersey charging Duvest Corporation, a bro- 
ker-dealer located at 15 Exchange Place, Jersey City, New j 
Jersey and Michael Dutzar, of North Brunswick, New Jer- 

sey, its president, with violating, and aiding and abetting } 
violations of, the Commission's net capital requirements 
under Section 15(c) of the Securities Exchange Act of 1934, 
and Rule 15c3-1 thereunder. In its Complaint the Com- 
mission requested a preliminary injunction and a permanent 
injunction enjoining the defendants from further violations 
of these provisions. 


On the same day, the Securities Investor Protection Corpo- 
ration ("SIPC") filed an application alleging that Duvest 
Corporation has failed to meet its obligations to its cus- 
tomers and that such customers are in need of protection 
under the Securities Investor Protection Act of 1970. In 

its application SIPC requested the appointment of a trustee 
for the purpose of liquidating Duvest Corporation. 





On September 4, 1973, upon the consent of the defendants, 
Judge James A. Coolahan issued a perrranent injunction 
enjoining the defendants as requested by the Commission, 
and appointed Ralph M. Lowenbach, Esq. of the firm of 
Hannoch, Weisman, Stern & Besser, located at 744 Broad 
Street, Newark, New Jersey 07102, as SIPC trustee. The 
defendants consented to the entry of the permanent in- 
junction without admitting or denying the allegations in the 
Commission s Complaint. 


The National Association of Securities Dealers, Inc. of New 
York City assisted the Commission in its investigation lead- 
ing to the filing of its Complaint and the application of 
SIPC. 





Litigation Release No. 6052/September 12, 1973 
SEC v. KLEE & COMPANY, INC. (N.D. Ohio) 


John |. Mayer, Administrator of the Chicago Regional Office 
of the Securities and Exchange Commission, announced that 
on August 15, 1973 the Securities Investor Protection Corpe- 
tation ("SIPC’) filed an application in the United States 
District Court for the Northern District of Ohio at Cleveland, 
Ohio alleging that Klee & Company, Inc., a broker-dealer in 
Cleveland, Ohio, was in violation of the net capital rule" 
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was in danger of failing to meet its obligations to customers 
and that such customers were in need of protection under 
the Securities Investor Protection Act of 1970. In its appli- 
cation, SIPC requested the appointment of a trustee for the 
purpose of liquidating Klee & Company, Inc. On August 
20, 1973 the defendant consented to the appointment of a 
trustee without admitting or denying the allegations of 

SIPC s application. Honorable Thomas D. Lambros, United 
States District Judge for the Northern District of Ohio, East- 
ern Division, appointed William M. Nelson, Jr. of the law 
firm of Squire, Sanders & Dempsey, 1800 Union Commerce 
Building, Cleveland, Ohio 44115, as SIPC trustee. 


On September 4, 1973, Judge Lambros entered an order 
against Klee & Company, Inc. on the Commission's com- 
plaint permanently enjoining it from further violations of 
the broker-dealer financial responsibility requirements pro- 
visions of the Securities Exchange Act of 1934 and Com- 
mission rules thereunder. The defendant, without admitting 
or denying the allegation of the complaint, consented to 
entry of the order. 





Litigation Release No. 6053/September 12, 1973 
U.S. v. ROC A. diVINCENZO, et al. (E.D. Pa.) 


Robert E. J. Curran, United States Attorney for the Eastern 
District of Pennsylvania, and William R. Schief, Administra- 
tor of the Washington Regional Office of the Securities and 
Exchange Commission, announced that on September 6, 
1973, before the Honorable Charles R. Weiner, United 
States District Court Judge for the Eastern District of 
Pennsylvania, John DeBlasi of Bellmawr, New Jersey entered 
a plea of nolo contendere to thirteen counts charging mail 
fraud and to one court charging consipiracy of a twenty- 
four count indictment which included seven counts charging 
interstate transportation of stolen securities, sixteen counts 
charging mail fraud, and one count charging a conspiracy to 
commit the foregoing offenses in connection with the theft 
of securities and funds from certain Philadelphia broker- 
dealers. Judge Weiner accepted the plea and set September 
18, 1973 for the sentencing of John DeBlasi. 


For further information see Litigation Release Nos. 5828 
and 5953. 





Litigation Release No. 6054/September 12, 1973 


SEC v. COASTAL STATES GAS CORPORATION 
OSCAR G. WYATT, JR., ET AL (S.D. TEX.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced the filing of a complaint in the United States 
District Court, Houston, Texas, against Coastal States Gas 
Corporation, Coastal States Gas Producing Company, Lo- 
Vacs Gathering Company and Oscar S. Wyatt,Jr., seeking 

an order of permanent injunction against the defendants 

for allegad violations of the anti-fraud provisions of the 
Securities Exchange Act of 1934 and certain rules there- 
under, including the reporting requirements of such Act. 


Contemporaneous with the filing of this action, the de- 
fendants consented to the entry of a final judgment of 
permanent injunction without admitting or denying the 





allegations contained therein. Pursuant to such consent, the 
Honorable Judge, United States District Court, Southern 
District of Texas at Houston, Texas, entered an order of 
permanent injunction against the defendants enjoining 
them from violating the anti-fraud provision of the Securi- 
ties Exchange Act of 1934 in connection with the purchases 
and sales of securities, namely, the common and preferred 
stock of Coastal States Gas Corporation and first mortgage 
bonds and debentures of Coastal States Gas Producing Com- 
pany and Colorado Interstate Corporation, or any other 
securities. Such defendants were further permanently en- 
joined from violating the reporting requirements of the 
Securities Exchange Act and the rules promulgated there- 
under with respect to reports or other documents required 
by such rules to be filed concerning Coastal States Gas 
Corporation and any subsidiaries thereof required to file 
reports and other documents with the Securities and Ex- 
change Commission pursuant to the Securities Exchange 
Act of 1934. 


It was further ordered by the Court pursuant to the agreed 
order and consent, that the present Board of Directors of 
Coastal States Gas Corporation shall increase the number of 
members from ten to thirteen, with six new independent 
members satisfactory to the plaintiff to be designated by 
the Court and elected by the Board of Directors. Prior to 
the filing of this action and entry of the above-described 
order, the Board of Directors of Coastal States Gas Corpora- 
tion nominated for election J. Howard Marshall of Houston, 
Texas, being satisfactory to the plaintiff, as an additional 
member of the Board. Mr. Marshall has agreed to serve, 
subject to approval by the Court. 


Additionally, the order provides for an election by the 
Coastal States Board of a new Executive Committee to be 
comprised of three members, two of whom shall be New 
Members designated by the Court and satisfactory to the 
plaintiff. The chairman of such new Executive Com- 
mittee shall be one of the New Members designated by the 
Court. Either the New Members or the Executive Com- 
mittee, or the chairman of such committee, shall, at the 
corporation s expense, retain independent legal counsel to 
advise them regarding their functions as directors or as 
members of the Executive Committee, or as to other related 
matters which may arise. 


The order also provides for the appointment by Coastal 
States of an independent audit committee consisting of 
three members, the majority of which shall be New Mem- 
bers of the Board. 


The order further provides for Coastal States Gas Corpora- 
tion to request its independent auditors, Touche, Ross & 
Co., to furnish the plaintiff the results of its special re- 
view of certain transactions pertaining to the 1971 and 
1972 financial statements. In connection with such review, 
the company was ordered to make within sixty days of the 
receipt of such report, such disclosures and filings as are re- 
quired under applicable laws and regulations in the light of 
the results of such special review. 


Coastal States Gas Corporation was further ordered with 
respect to future reports required to be filed pursuant to 
requirements of the Securities Exchange Act of 1934 and 
with respect to annual reports to shareholders, full and 
more detailed disclosures concerning a number of items re- 
lating to deliverability, total gas reserves, and an explana- 
tion of numerous factors beyond the control of the com- 
pany which may affect its ability to acquire increased re- 
serves and deliverability capacity. 
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The Court shall retain jurisdiction of this action in order to 
implement and carry out the terms of its decree and of all 
additional decrees or orders that may be appropriate in the 
public interest or for the protection of investors. 





Litigation Release No. 6055/September 12, 1973 


SEC v. HOME-STAKE PRODUCTION COMPANY, ET AL 
(N.D.Okla.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced that a complaint was filed in the United States 
District Court, Tulsa, Oklahoma, seeking a permanent in- 
junction against Home-Stake Production Company, Robert 
S. Trippet, Home-Stake 1964 Program Operating Corpora- 
tion, Home-Stake 1965 Program nce Corporation, 
Home-Stake 1966 Program Operating Corporation, Home- 
Stake 1967 Program Operating Corporation, Home-Stake 
1968 Program Operating Corporation, Home-Stake 1969 
Program Operating Corporation, Home-Stake 1970 Program 
Operating Corporation, Home-Stake 1971 Program Opera- 
ting Corporation, Home-Stake 1972 Program Operating 
Corporation, and Home-Stake Securities Company, all of 
Tulsa, from further violations of the anti-fraud, the registra- 
tion, and the false filing provisions of the federal securities 
laws, and the appointment of a receiver. 


The Complaint alleged that Home-Stake Production Com- 
pany, Robert S. Trippet, Home-Stake 1964 Program Opera- 
ting Corporation, Home-Stake 1965 Program Operating 
Corporation, Home-Stake 1966 Program Operating Corpora- 
tion, Home-Stake 1967 Program Operating Corporation, 
Home-Stake 1968 Program Operating Corporation, Home- 
Stake 1969 Program Operating Corporation, Home-Stake 
1970 Program Operating Corporation, Home-Stake 1971 
Program Operating Corporation, Home-Stake 1972 Program 
Operating Corporation, and Home-Stake Securities Com- 
pany violated Section 10(b) and Rule 10b-5 promulgated 
thereunder of the Securities Exchange Act of 1934, and 
Section 17 of the Securities Act of 1933 in the offer and 
sale of units of participation in the annual 1964 through 
1972 Program Operating Corporations a 1971 Rescission 
Offer made to participants in the 1970 Program; limited 
Partnership interests in the 1968, 1969 and 1970 year-end 
Exploratory Programs, and the common stock of Home- 
Stake Production Company. The Complaint further alleged 
violations of Sections 5(a) and (c) of the Securities Act of 
1933 by Home-Stake Production Company, Robert S. 
Trippet, Home-Stake 1964 Program Operating Corporation, 
Home-Stake 1965 Program Operating Corporation, Home- 
Stake 1966 Program Operating Corporation, Home-Stake 
1967 Program Operating Corporation, Home-Stake 1968 
Program Operating Corporation, Home-Stake 1969 Program 
Operating Corporation, Home-Stake 1970 Program Opera- 
ting Corporation, Home-Stake 1971 Program Operating 
Corporation, Home-Stake 1972 Program Operating Corpora- 
tion, and Home-Stake Securities Company in the offer and 
sale of these same securities. The Complaint further alleged 
violations of Section 5(b) of the Securities Act of 1933 by 
Home-Stake Production Company, Robert S. Trippet, Home 
Stake 1964 Program Operating Corporation, Home-Stake 
1965 Program Operating Corporation, Home-Stake 1966 
Program Operating Corporation, Home-Stake 1967 Program 
Operating Corporation, Home-Stake 1968 Program Opera- 
ting Corporation, Home-Stake 1969 Program Operating 
Corporation, Home-Stake 1970 Program Operating Corpora- 
tion, Home-Stake 1971 Program Operating Corporation, 
Home-Stake 1972 Program Operating Corporation, and 
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Home-Stake Securities Company in the offer and sale of 
these securities. 






The Complaint also alleged violations of Sections 7 and 10 
(a) of the Securities Act of 1933, and Section 13(a) and 
Rules 13a-1 and 13a-11 promulgated thereunder of the 
Securities Exchange Act of 1934 by all the defendants ex- 
cept Home-Stake Securities Company, by filing false and 
misleading registration statements, prospectuses and Forms 
10-K and 8-K with the Commission with respect to the 
units of participation in the 1964 through 1972 annual 
Program Operating Corporations, the 1971 reseission offer 
made to investors in the Home-Stake 1970 Program Opera- 
ting Corporation, and the current operations and financial 
condition of Home-Stake Production Company and its 
1964 through 1972 Program Operating Corporations. The 
Complaint also alleged that all of the defendants, except , 
Home-Stake Securities Company are presently insolvent. 









Litigation Release No. 6056/September 13, 1973 
SEC v. F. L. SALOMON & CO., et al. } 


William D. Moran, Administrator of the New York Region- 

al Office, announced today that on September 13, 1973 

the Commission filed a complaint in the United States 

District Court for the Southern District of New York seek- 

ing to enjoin 29 corporations, individuals and entities ; 
from further violations of Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder. 


The Commission's complaint alleges that each of the de- 
fendants violated the anti-fraud provisions of the Exchange 
Act in 1971 by using and/or passing on material informa- 
tion concerning proposed financing of Bio-Medical Sciences. 
Inc., a corporation whose common stock is traded in the 
over-the-counter market at a time when such information 
was not available to the investing public. 


The complaint alleged that on April 28, 1971, Bio-Medical 
publicly announced through a Dow-Jones release that it had 
obtained $5,000,000 in convertible note financing from 
certain prominant institutions. Such financing was essential 
to Bio-Medical in order to meet certain marketing contracts 
and to further develop its primary product, a disposable 
thermometer. The complaint alleged that the defendants, 
having knowledge of this material non-public information 
concerning the financing purchased and/or conveyed this 
non-public information to others who purchased Bio-Medi- 
cal stock. The defendants, their location and description 
during the violative period are as follows: 


Description During 


Defendant Violative Period Location 


F.L. Salomon & Co. Registered Broker- New York, N. Y. 


Dealer 

Partner of F.L. Riverdale, N. Y. j 
Salomon Director of 

Bio-Medical 


Burton W. Blank 





Morgens, Waterfall Investment Advisor New York, N. Y. 


& Co., Inc. 






Investment Partner- New York, N. Y. 


ship 


Sunrise Partners 









ye 


iad 


ial 
cts 


Ji- 





Defendant 


Edwin H. Morgens 


John Waterfall 


Fred C. Waldron 
D. H. Blair & Co. 


William Bruckner 


Emerging Securi- 
ties Management 
Company, Inc. 


Emerging Securities 
Fund 


J. Morton Davis a/k/a 
Joseph Morton 
Dabinowitz 


Waggoner Manage- 
ment Corporation 


Waggoner Overseas 
N. V. 


Robert C. Waggoner 


American Express 
International bank- 
ing Corporation 


Aspen Fund II 
Monarch Fund 


Bruce Paul 


Research & Science 
Investors (“RASI”) 


International Tech- 
nology & National 
Resources ("I TNR”) 
John French I! 
Robert S. Asen 


Schroeder, Naess & 
Thomas ("“SN&T”) 


Description During 


Violative Period 


President of Morgens, 
Waterfall; General 
Partner of Sunrise 


Vice-President of 
Morgens, Waterfall; 
General Partner of 
Sunrise 


President of an invest- 
ment advisor 


Registered Broker- 
Dealer 


Registered representa- 
tive and General 
Partner of D.H. Blair 


Management Company 


Mutual Fund 


President of Emerg- 
ing Securities, Gener- 
al Partner, D.H. Blair 


Investment Advisor 
Offshore Mutual Fund 


President of 
Waggoner Manage- 
ment 


Wholly owned sub- 
sidiary of American 
Express Company 
managing securities 
through its foreign 
division - Inter- 
national Trust and 
Investment 


Investment Partner- 
ship 


Investment Partner- 
ship 

Partner of Aspen 
Fund and Monarch 
Fund 


Investment Advisor 
for ITNR 


Offshore Mutual 


President of RASI 


Research Analyst 
at RASI 


Location 


New York, N. Y. 


New York, N. Y. 


New York, N. Y. 


New York, N. Y. 


Brooklyn, N. Y. 


New York, N. Y. 


New York, N. Y. 


Lawrence, N. Y. 


New York, N. Y. 


Curaco, Dutch 
Antilles 


New York N. Y. 


New York N. Y. 


Denver, Colo. 


Denver, Colo. 


Denver, Colo. 


New York, N. Y. 


Luxembourg 


New Canaan, Coun. 


New York, N. es 


Management Com- New York, N. Y. 
pany 





Description During 


Defendant Violative Period Location 


Naess, Thomas 
Special Fund, Inc. 
("Naess Fund”) 


Registered Invest- 
ment Company 


Baltimore, Md. 


Richard Doll Vice-President of Plandome, N. Y. 


SN & T 
Rufus Poole, Jr. Securities Analyst 
for Naess Fund 


Garden City, N. J. 


Wood, Struthers & 
Winthrop, Inc. 


Registered Broker- New York, N. Y. 
Dealer 


Pieter Greeff Registered repre- New York, N. Y. 
sentative of Wood, 


Struthers 


The Commission, in its complaint also requested that the 
Court order the defendants to make restitution and/or 
disgorgement of profits in connection with the purchase of 
Bio-Medical Sciences, Inc. common stock based on their 
illegal use of inside information concerning Bio-Medical s 
financing as alleged in the complaint. 





Litigation Release No. 6057/September 13, 1973 


SEC v. SPENCE & GREEN CHEMICAL COMPANY, ET 
AL (S.D. TX.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office and James E. Sims, Attorney-in-Charge, Houston 
Branch Office, today announced that on August 29, 1973, 
pursuant to the Commission's complaint the Honorable 
Carl O. Bue, Jr., United States District Judge for the South- 
ern District of Texas, at Houston, entered an order against 
Spence & Green Chemical Company, Crosby, Texas and 
Andrew Spence, Sr., its president preliminarily enjoining 
them from further violations of Sections 5(a), 5(c) and 17 
(a) of the Securities Act of 1933, and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 thereunder. 
Judge Bue further ordered the defendants to lodge with the 
United States District Clerk all the stock transfer ledgers, 
stock certificate stubs, cancelled stock certificates and un- 
issued stock certificates of Spence & Green Chemical Com- 
pany and to notify all stockholders of record that transfers 
of the Company's securities have been suspended pending a 
full hearing on the merits of the Complaint. The Court fur- 
ther ordered that the Commission s request for the appoint- 
ment of a receiver be deferred for one hundred twenty 
(120) days or until a hearing on the merits. 


James |. Farmer, an accountant and director of Spence & 
Green Chemical Company had consented previously on 
July 27, 1973, to the entry of an order of permanent in- 
junction without admitting or denying the allegations of the 
complaint. 


For further information see Litigation Release No. 5989. 
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Litigation Release No. 6058/September 14, 1973 


U.S. v. DONALD H. ABRAMS 
(D.D.C., CRIMINAL No. 396-73) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission (SEC) 
and Harold H. Titus, Jr., United States Attorney for the 
District of Columbia, today announced that on September 
13, 1973 before the Honorable Gerhard A. Gesell, United 
States District Court Judge for the District of Columbia, 
Donald H. Abrams pleaded guilty to one count of conspira- 
cy to obstruct justice. 


The indictment in this matter charged,among other things, 
that Abrams conspired with other defendants to commit 
perjury, tamper with and influence witnesses and to con- 
ceal and destroy evidence relevant to an investigation being 
conducted by the SEC. Among other matters, the SEC in- 
vestigation concerned possible manipulation of the over- 
the-counter market prices for several companies promoted 
by co-defendants Joel Kline and Eric Adolph Baer. Abrams 
was also charged with two perjury counts which were dis- 
missed after his plea of guilty to one count of conspiracy to 
obstruct justice. 


A date for sentencing has not been set. 


For further information see Litigation Release Nos. 5889, 
6016 and 6036. 





Litigation Release No. 6059/September 14, 1973 


STATE OF TENNESSEE v. RICHARD LANIER LEWIS 
(Hamilton Co. Tenn., Criminal Action Nos. 125051, 
125052 and 125053) 


Attorney General Edward Davis of Hamilton County, 
Tennessee, and Jule B. Greene, Administrator of the At- 
lanta Regional Office of the Securities and Exchange Com- 
mission, today announced that on February 28, 1973 a 
Hamilton County grand jury, sitting at Chattanooga, re- 
turned three indictments against Richard Lanier Lewis of 
Nashville charging him with violations of the anti-fraud pro- 
visions of the Tennessee securities laws in connection with 
sales of preferred stock of Sun Investors, a non-existent 
corporation. The indictments were sealed until September 
10, 1973. 


Evidence leading to the indictments was presented to the 
grand jury by Paul W. Herrell, Assistant Attorney General. 
The Atlanta Regional Office assisted Tennessee authorities 
in developing the evidence leading to the indictment. 
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